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Executive Summary 
  
The Transportation Funding Task Force was created in response to Public Act 221 of 2007 (P.A. 
221 or Act 221), legislation which passed both the Michigan Senate and House of Representatives 
with a bipartisan majority and was signed into law by Governor Jennifer Granholm in December 
2007.  
 
The Task Force is comprised of 13 members. Nine represent interests including manufacturing, 
labor, transportation, agriculture, aviation, commerce, public transit, tourism, and the general 
public. Four members of the Legislature also serve on the Task Force, representing each 
legislative body and each side of the political aisle.  
 
The purpose of the Task Force, as defined by P.A. 221, is to “review the adequacy of surface 
transportation and aeronautics service provision and finance” in Michigan, review strategies for 
maximizing return on transportation investment, and evaluate the potential of alternative 
strategies to replace or supplement transportation taxes and fees.  A major and consistent focus 
of the group has been the need to stimulate economic activity and enhance personal mobility. 
 
As they began their work seven months ago, the members of the Task Force very quickly realized 
the enormity and importance of the task that had been appointed to them.   
 
Hard Truths 
 
What the Task Force ultimately determined, after months of hard work and much public input, is 
that if Michigan’s transportation system is to continue to serve the state adequately, our 
investment in transportation must increase significantly. 
 
Road-user fees for a typical Michigan auto driver come to just pennies over $1 per day. The 
typical auto driver pays 2½ cents per each mile driven; a typical semi-truck driver, 8 1/3 cents. 
Michigan's Airport system has been sustained over the years with a fuel tax established in 1929, a 
rate sustainable because of aviation's popularity and growth.  Transit investment in Michigan is 
half to one-tenth the investment made by other populated, economically diverse states like New 
York, New Jersey, Maryland, Illinois, Massachusetts, California, even Minnesota and Delaware. We 
pay relatively little for a transportation system that provides priceless access to global 
opportunity.  
 
Compounding this historic underinvestment are factors beyond our control. Michigan is 
approaching a crisis of infrastructure funding caused by steady erosion of purchasing power, 
continued inflation in materials costs, and a decline in fuel-tax revenues due to spikes in gas 
prices, reduced travel and a slow economy. The decline in revenues, and a corresponding 
increase in demand for travel alternatives, has exposed the inherent structural problems with the 
current means of transportation finance.  
 
For the past several years, the transportation revenue stream has been enhanced with bond 
revenues to provide a more robust level of investment. As a result, Michigan has made progress, 
particularly in improving the condition of the most highly used highways and bridges. But that 
bonding cannot continue without additional revenue. 
 
As a result, Michigan is moving from underinvesting in transportation, to disinvesting in 
transportation.  
 
That is the hard truth the Transportation Funding Task Force had to face. The group asked the 
Citizens Advisory Committee (CAC), also created by Act 221, to identify and quantify Michigan’s 
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transportation needs, based on “do nothing,” “good,” and “better” investment scenarios. The Task 
Force reviewed their methodology, and asked them to propose efficiencies and reforms that could 
help stretch taxpayer dollars and maximize the benefit of existing investment. 
 
Based on the information at their disposal, the Task Force could reach only one conclusion. More 
investment in transportation is absolutely needed. Much more. 
 
Greater Efficiency 
 
Properly chosen transportation investments can be phenomenally productive, but only if every 
dollar is used efficiently. With the assistance of the CAC, the Task Force learned that transporta-
tion agencies have been relentlessly vigilant in stretching shrinking revenue. Their efforts may go 
unnoticed, because cost-cutting measures are designed not to disrupt service or impose on 
customers. While the Task Force was able to recommend some additional efficiencies that are 
beyond the ability of any one transportation agency to implement, it is clear that efficiency is 
standard operating procedure at agencies across the state. 
 
First among the efficiencies already achieved is Michigan’s nationally-recognized focus on asset 
management, involving every road agency in the state. On a smaller scale, many transportation 
agencies work cooperatively with each other or the private sector to economize and avoid 
duplication. Savings range from grand improvements – like the technologically advanced region-
wide snow and ice removal program in Southeast Michigan, the nation’s first LEED certified, 
energy efficient transit center in Grand Rapids, or the recently completed 80,000 square foot 
hangar at Oscoda-Wurtsmith Airport which can fully house a Boeing 747-8 for maintenance 
operations during inclement weather and created 200 new jobs – to simple adjustments like 
multipurpose trucks or cooperative purchasing consortiums. But increasingly, transportation 
agencies must let some opportunities to save go undone, as cash is not available to make small 
improvements, however productive. 
 
No Federal Bailouts 
 
Given the current state of the national economy, it is unlikely the federal government will come to 
Michigan’s transportation rescue. Even if they did, Michigan is not in a position to take advantage 
of new federal funding. This is the last year Michigan will have enough state and local matching 
funds to claim all federal transportation funding available to the state.   
 
Some local agencies are already unable to make use of all federal transportation funding. By 
2010, this will be true across all modes and across all jurisdictions.  
 
We must increase investment in transportation soon or we will put past investment at risk, and 
the infrastructure and transportation service on which we rely will deteriorate. 
 
Abundant Choices 
 
The good news is that there is a way out of the transportation investment crisis.   
 
In fact, there are many ways out.  We have room to choose among many alternatives to pay for a 
basic “good” transportation system, but it is the consensus of the Task Force that in order to 
compete in a global economy as a state we need to continue to strive for “better” over time.  
 
Although the level of investment needed for “good” and “better” are significant, they are not out 
of line with transportation investment needs nationally. The National Surface Transportation 
Policy and Revenue Study Committee, after two years of research and public comment, 
recommended that investment in transportation by all levels of government should be at least 



 

 viii 
Transportation Funding Task Force Report 

$225 billion per year, an increase of 161 percent compared to national capital investment today 
of $86 billion. 
 
In Michigan, we need to at least double our current investment in transportation. 
 
Despite the magnitude of the funding gap, it can be closed. Not all the revenue need come from 
state coffers; the federal government, local government, and even the private sector should be 
partners in this effort. But one or two incremental fee increases will not be enough; it will require 
multiple – possibly dramatic – changes to the user-fee structure. Most of the revenue alternatives 
and efficiencies described in this report will likely be needed if we are to accomplish our goal.  
 
The one choice we cannot afford is to do nothing. 
 
The consequences to Michigan if action is not taken to address the need for increased 
transportation investment are dire indeed. Michigan stands to lose up to $1 billion in federal funds 
each year, because transportation agencies will not have enough revenue to provide the required 
matching funds. They will not be able to sustain the current level of investment, putting more 
than 17,000 jobs at risk. The condition of our infrastructure will deteriorate, with 30 percent of 
Michigan roads predicted to decline into poor or fair condition during the next decade. The 
condition of airport pavements will also decline, with the average airport pavement needing 
rehabilitation as soon as 2012, and crucial aviation safety programs will need to be terminated or 
reduced in scope. Existing local transit services and intercity passenger rail services will be 
reduced, and intercity bus service to rural areas will likely be eliminated.   
 
Real Opportunities 
 
Restoring our investment in transportation has the potential to accomplish valuable and much 
needed changes. The “good” level of investment will sustain 126,000 Michigan jobs, attract new 
business, open new global markets for Michigan products and services. It will yield nearly $15 
billion in other economic benefits for all sectors of the Michigan economy. 
 
For highways, roads and bridges, “good” investment will ensure that the most frequently used 
roads and bridges remain largely in good condition. It will allow local road agencies to do more 
than just plow snow and patch potholes, and will preserve local roads in the same condition they 
are today. It will reduce congestion with road widenings and construction of the highest-priority 
capacity improvements, and improve safety.  
 
For passenger transportation, a “good” investment level will allow transit agencies to begin 
replacing aging buses with greener, more fuel-efficient vehicles. It will enhance convenience and 
choice in passenger transportation and allow implementation of long-overdue travel alternatives, 
such as commuter rail and light rail in Southeast Michigan and bus rapid transit in Grand Rapids. 
It will provide urban travel options that make Michigan cities more attractive to business and 
residents. 
 
For freight transportation, “good” investment will reduce the travel time and increase the 
reliability of freight shipments on the ground and in the air. It will save lives by improving 
railroad-highway grade crossing safety. 
 
For aviation, a “good” investment level will create an Aviation Economic Development Fund for 
aviation improvements needed to attract jobs. It will reinstate currently curtailed programs that 
are important to safety and that can provide new economic opportunities.  
 
Good transportation will return benefits directly to households and businesses. It is estimated that 
congestion, poor pavement condition and crashes cost Michigan drivers and truckers $7 billion 
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annually in wasted fuel, lost time, vehicle maintenance costs, medical costs, lost productivity, and 
property damage. Based on economic analysis conducted by the University of Michigan, the Task 
Force estimates that investment at the “good” level would provide an average Michigan household 
an additional $2,000 per year in increased personal income and savings through reduced travel 
time and vehicle maintenance, and increased safety. 
 
 
The “Better” investment level would accomplish even more. It would allow for infrastructure and 
transportation service improvements that would push Michigan into the forefront of economic 
competitiveness within our region and throughout the Nation. It would sustain more than 240,000 
jobs, leverage an expected $1.9 billion in federal funds, and provide more than $28 billion in 
other economic benefits. The “better” level of investment is something to continue to strive for in 
the future. 
 
 
Working in the Snow 
 
The people of Michigan have been “working in the rain” for several years now, struggling with a 
sluggish state economy. To continue that analogy, the weather nationally has taken on a sharp 
and sudden chill. It seems inevitable that the rain will turn to snow. Perhaps severe snow.  
 
But one of the many things the people of Michigan excel at is digging out from under a big snow. 
Everyone bundles up and pitches in. They bring whatever tools they have available. They all 
contribute, and make their best, most responsible effort to clear the way.  
 
This report proposes making significant new investment in transportation. It is an investment that 
will create jobs and economic opportunity, attract business, improve property values, increase 
revenue, help the environment and ultimately save taxpayer dollars. It is an investment very 
worth making.  In light of the storm that is upon us, it is an investment we cannot afford to 
forego.  
 
This investment will require a contribution from everyone. It will require all the tools we have 
available, and some new ones that have yet to be crafted.  
 
But if everyone contributes, if we work together to give our best, be our most responsible, we can 
make it happen. This significant investment in transportation can help Michigan dig out. We can 
set an example for the rest of the nation, show them how it’s done, and reclaim our place as a 
national economic leader once again. 
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Figure A: Summary of Transportation Investment Scenarios 

 

Investment 
Scenario 

Aviation 
Highway, 
Road & 
Bridge1 

Intermodal 
Passenger 

Intermodal 
Freight 

Total Across 
Modes 

Do Nothing $121M  $1,900M $241M $14M $2,276M 
State & Local 

Funds 
$16M $1,653M $193M $7M2 $1,869M 

Federal Funds 
Leveraged 

(avg per year) 

$105M $247M $48M $7M $407M 

Federal Funds 
at Risk (avg 

per year) 

($16M) ($954M)3 ($112M) ($0) ($1,082M) 

Jobs Lost4 (416) (13,532) (3,516) (N/A)5 (17,464) 
Good $242 M $6,136M $773M $19M $7,170M 

State & Local 
Funds  

$79M $4,935M $508M $12M $5,534M 

Federal Funds 
Leveraged 

(avg per year) 

$163M∗ $1,201M $265M∗ $7M $1,636M 

Jobs Supported 3,800 87,000 35,100 250 126,150 
Other Benefits Not Available $10,100M6 $4,369M $31M $14,500M 

Better $327M $12,696M $1,336M $41M $14,400M 
State & Local 

Funds 
$130M $11,495M $779M $34M $12,438M 

Federal Funds 
Leveraged 

(avg per year) 

$197M∗ $1,201M $557M∗ $7M $1,962M 

Jobs Supported 5,200 179,000 59,000 600 243,800 
Other Benefits Not available $20,800M6 $7,449M Not available 

 
$28,249M 

                                                 
1 Current investment among road agencies is $3.2 Billion (FY 08), putting the current total across modes at $3.576 Billion.  Doing nothing 
will result in a decrease in funds available for investment in highways, roads and bridges. 
2 This amount only reflects rail investment.  Trucking and air cargo are in their respective columns. No other freight funds were identified. 
3 Estimates of federal aid are subject to change based on decisions made by the federal government. 
4 Aviation - One job is estimated to be supported for every $60,000 spent.  This figure includes direct and indirect jobs from construction 
expenditures, but does not reflect additional jobs created by increased passenger or cargo traffic as a result (Adapted from economic 
benefits studies of Detroit Metro and Willow Run Airports).  Highway, Road, and Bridge - One job is estimated to be supported for every 
$70,500 spent. (Adapted from U of M’s Economic Benefits of MDOT’s 2007–2011 Highway Program).  Intermodal Passenger – One job is 
estimated to be supported for every $32,000 invested in capital for transit. (Adapted from Cambridge Systematics Study, E-1).  
Intermodal Freight – With no federal funds at risk, there will be no job loss. 
5 The investment scenarios for intermodal freight were not included.  Only rail investments were identified by the CAC Intermodal 
Subcommittee.  Air and truck-cargo investment needs were included with their respective infrastructure, and no specific marine cargo 
investments were identified.  Rail infrastructure supports over 4,000 jobs in the state, however, there was not a comparable calculation 
identified to accurately identify "jobs supported" by the investment scenarios as was done for other modes. 
∗ Federal funds leveraged includes possible competitive federal grants that could be available. 

6 Direct benefit only. 
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Figure B: Summary of Funding Alternatives (in order of time horizon) 
 

Guiding Principles Key:    = High  
 = Medium 

           = Low 

Statewide Revenue 
Options 

Workable 
short run 

Sustainable 
long run 

Participation 
at all levels

Relationship 
of payers/ 
benefits 
received 

Adaptation 
to changing 
conditions 

Retention 
for trans-
portation 
purposes

Sufficient to 
leverage 

other funds

Increase vehicle registration rates         
Eliminate registration discounts        

Adjust motor fuel tax        
Equalize diesel & gasoline fuel tax rates        
Abolish 1.5% "cost of collection" 
allowance        

Reduce Inter-Departmental Grants        

Increase sales tax and dedicate increase 
to transportation funding        
Direct all or a portion of sales tax on 
fuels to the MTF        

Direct some (or all) of Natural 
Resources Trust Fund Revenue to roads        

Aviation Options        

Increase aviation fuel tax         
Increase aircraft registration fee        

Abolish commercial airline refund        
Urge increase in aviation block grant         
Redirect sales tax on aviation products 
or make a specific allocation to aviation 
from unallocated sales tax revenue 

       

Change aviation fuel tax to % of price         
Work with Congress to make reliever 
and super-reliever airports eligible for 
same federal funding as primary 
airports 

       

Local Funding Options        

Encourage local transportation 
investment by enabling a broad 
spectrum of local revenue options 

       

Public-Private Partnerships (P3s)& Tolling     

Enable P3s for toll-financed 
reconstruction, expansion or new 
construction of freeways. 

       

Enable toll-financed reconstruction, 
expansion or new construction of 
freeways. 
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Section 1: Introduction  
 
Purpose of the TF2 
 
Public Act 221 of 2007 created the Transportation Funding Task Force (Task Force) to 
examine alternatives to the fuel tax, analyze their feasibility, and suggest or recommend 
transportation revenue options, including revisions to the Act 51 formula, if necessary.  Act 
51 stipulates the distribution of state transportation revenue to the various agencies that 
have responsibility for roads and bridges, and sets aside a portion of that revenue for 
transit.  
 
The Task Force is comprised of 13 members. Nine members represent a broad spectrum of 
interests including manufacturing, labor, transportation, agriculture, aviation, commerce, 
public transit, tourism and the general public. Four members of the Legislature also serve 
on the Task Force, representing each house and each political party. Task Force members 
diligently made room in their busy schedules to attend meetings, and gave careful, 
thoughtful, and thorough consideration to the issues discussed.  
 
The overarching purpose of the Task Force, as defined by P.A. 221, is to “review the 
adequacy of surface transportation and aeronautics service provision and finance” in 
Michigan.  Strategies for maximizing return on transportation investment were considered 
and alternative strategies were evaluated on their potential of to replace or supplement 
current transportation taxes and fees.  A major and consistent focus of the group has been 
the need to support economic activity and personal mobility. 
 
The bill also created a Citizens Advisory Committee (CAC) to assist the Task Force in this 
effort.  The CAC consists of 19 individuals appointed by Governor Granholm and includes 
transportation experts for nearly all travel modes, as well as representatives from local 
government and major economic sectors.  The CAC and its technical subcommittees 
contributed significantly to the work of the Task Force by analyzing transportation needs, as 
well as recommending efficiencies that could be implemented to help address those needs.  
 
The CAC subcommittee reports submitted to the Task Force are available by clicking “View 
Final Report” at www.michigan.gov/tf2. 
 
TF2 Work Program 
 
The Task Force has met at least once a month since March 2008, according to the work 
program developed by the Michigan Department of Transportation (MDOT).  Meetings have 
been held in cities across the state and have covered the following material: 
 

• March 7, Lansing – Introductory meeting 
• April 21, Grand Rapids – State and Federal transportation funding 
• May 19, Livonia – Trends impacting transportation 
• June 30, Lansing – Presentations on aviation, freight logistics, local funding options 
• July 21, Traverse City – Transportation needs presented by the CAC  
• August 11, Frankenmuth – Working session on transportation needs 
• September 8, Lansing – Aviation, local options, and public-private partnerships 
• September 29, Marquette – State funding alternatives 
• October 13, Roscommon – Preliminary recommendations for efficiencies 
• October 27, Lansing – Finalize Preliminary Report 
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Opportunities for public comment were provided several times at every meeting, and many 
members of the public took advantage of those opportunities to share their views. 
Presentations were also made by a wide variety of stakeholders, transportation providers, 
and MDOT staff. The presentations were designed to inform the members of the Task Force 
of the intricacies of transportation funding, and the importance of the transportation 
network to the economy and Michigan’s quality of life.  
 
A Web site was established for those who wished to stay abreast of the Task Force’s actions 
and to offer comments electronically. A complete list of those who provided public comment 
or information to the Task Force is accessible by clicking “View Final Report” at 
www.michigan.gov/tf2. 
 
Revenue Alternatives 
 
The Task Force took on their appointed task of identifying revenue alternatives that could 
help achieve the “good” level of investment, assuming this could be accomplished through a 
phased approach. Over the course of several meetings, the group considered and prioritized 
an ambitious series of revenue alternatives for all modes of transportation.  
 
This preliminary report describes the funding alternatives identified by the Task Force, as 
well as the transportation needs they will address. In keeping with the requirements of P.A. 
221, it also provides current and historical funding information, a description of the 
infrastructure and service provided, along with the current and historical use of the various 
transportation modes.   
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Section 2:  Guiding Principles 
 
The Task Force agreed to a set of guiding principles to help evaluate the many options and 
strategies for future funding that could be applied.  They chose to focus on investment 
alternatives that: 
 
Are workable in the short run and sustainable in the long run.   
The Task Force recognized that some recommendations are easier to accomplish than 
others, but a shift away from a long-standing revenue instrument, such as a motor fuel tax, 
could require a more complicated solution. For that reason, the group included some 
recommendations that could be accomplished immediately, some that could be 
accomplished in a shorter term of two to three years, and some that might take more than 
three years to implement, but hold the genuine promise of a viable alternative to motor fuel 
taxes.  
   
Encourage broad participation.  
Everyone in society benefits from a reliable transportation system – every person, every 
institution, every business – and everyone should share in the cost of maintaining such a 
system. If fees for transportation users in one mode are adjusted, there should be 
comparable adjustments to user fees in other modes as well. 
 
Retain the relationship between users and benefits. 
The advantage of motor fuel taxes and fees has always been their ease of collection and the 
clear relationship between those who use the system and those who pay for the system. 
The Task Force sought recommendations that retained that relationship. 
 
Offer a diverse array of options.  
While the motor fuel tax may continue to be viable in the short term, in its current form it is 
not reliable enough in the long term to sustain a system as important as our transportation 
network. For that reason, and because of the large need for investment, a diverse array of 
funding options is necessary.  

 
Allow revenues to keep pace with inflation.  
The chief problem with motor fuel taxes presently is that they do not keep pace with 
inflation because of the long periods that elapse between increases in the tax. This problem 
has been exacerbated by the recent spike in gasoline prices, which drove down consumption 
of gasoline – and transportation revenue – while simultaneously causing dramatic increases 
in the cost of transportation service and construction. The result has been a serious gap in 
transportation funding. A funding mechanism that will naturally increase with inflation is the 
best hedge against future transportation funding gaps. 
 
Keep transportation revenue for transportation purposes.    
Particularly during the kind of lean budget years that Michigan has experienced recently, 
transportation revenues are a very tempting target for appropriators seeking additional 
revenue for other programs or services. Transportation is too important to the continued 
economic growth and progress of this state to allow the redirection of limited transportation 
funding. The writers of the state Constitution understood this when they included language 
in Article IX, Section 9 that requires that revenue generated by transportation fees and 
taxes should be used for transportation purposes. The Task Force takes this provision, and 
the need to use revenue generated by transportation users for transportation 
improvements, very seriously.  
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Provide incentives for regional coordination and cooperation.   
Michigan’s transportation network is vast and complex, but where regional transportation 
entities are able to save resources, cooperation should be encouraged.  Out of necessity for 
many small local units of government, much is already being done to reduce costs by 
sharing vehicles and coordinating purchases. It is this type of effort that should be identified 
and rewarded to further encourage this level of cooperation. 
 
Capture all available federal transportation funding.   
Michigan is in danger of losing federal aid. Some agencies are already unable to provide 
sufficient matching funds to capture all available federal aid. By 2010, Michigan stands to 
lose $1 billion per year in federal funds because of a lack of sufficient state and local 
matching dollars. Action must be taken to ensure that this does not happen.   
 
Leverage revenue from other sources, including the private sector. 
Many other states are already attracting private investment in transportation infrastructure 
and services. Michigan needs to put these resources to work as well if we hope to 
accomplish the state’s transportation goals. Enabling legislation will be needed in order to 
provide the full range of financial tools to transportation agencies to ensure financial 
participation by the private sector in the provision of transportation infrastructure and 
services.  
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Section 3:  Investment Needs by Mode 
 
 
Guide for Needs Analysis 
 
Where appropriate, the CAC used the recently completed State Long-Range Transportation 
Plan, MI Transportation Plan: Moving Michigan Forward (MITP), as a preliminary guide for 
their needs analysis.  The MITP is a federally-required document, the product of nearly 
three years of effort to identify trends that impact transportation.  It defines a vision for 
transportation, establishes goals, and suggests strategies to achieve those goals for the 
state trunkline, aviation, and public transportation systems. The general public and 
transportation customers were very much involved in the process of compiling this 
document.  
 
 
Investment Options 
 
As requested by the Task Force, the CAC subcommittees analyzed needed investment for 
each mode of transportation: Aviation; Highway, Road, and Bridge; Intermodal Freight; and 
Intermodal Passenger. The Task Force asked the subcommittees to identify investment 
options at various levels, including “do nothing,” “good,” “better,” and “best.”     
 
The CAC focused their efforts on the outcomes of “do nothing,” “good,” and “better” levels 
of investment, feeling that the subjective nature of “best” would make it too difficult to 
quantify and that the items included at such an investment level might tend more toward 
“wants” than real transportation needs.  
 
The Task Force, at its August meeting, unanimously concluded that the “do nothing” 
approach to Michigan’s transportation needs is not an option, as the economic and financial 
impacts, as well as the anticipated deterioration in service, would be disastrous. Doing 
nothing to remedy the current financial crisis puts Michigan in the position of being unable 
to match up to $1 billion a year in federal aid for transit, highways, and aviation starting as 
soon as 2010. Losing out on this federal aid would cost Michigan an estimated 17,000 jobs, 
further undermining the state’s economy. 
 
The following sections of this document are summaries of the CAC subcommittee reports as 
submitted to the Task Force on July 21, 2008.  Each modal report, plus a complete 
description of the methodologies used to develop the needs estimates for each mode, is 
available by clicking “View Final Report” at www.michigan.gov/tf2. 
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Section A - Aviation 
 
Most Michigan residents know of, and have relied on, commercial air travel for business and 
recreation. Equally important is the general aviation sector of the industry, which serves 
cargo, business, and private aircraft at the commercial and non-commercial airports in 
Michigan.  
 
Airports, for both general aviation and commercial service, are critical to business, industry, 
and the public at large and have the potential to drive business location and commercial 
development in the 21st century as did highways in the 20th century.  Taking the initiative to 
secure funding for this vital mode of transportation will ensure reliable, safe, and efficient 
transportation opportunities not only throughout Michigan but worldwide.   
 
Aviation, both commercial and general, is big business in Michigan: 
 

• Aviation contributes more than $20 billion annually to the Michigan economy 
• Michigan airports serve 50 million passengers each year 
• Michigan airports move one billion pounds of air cargo each year 
• More than 1,000 Michigan companies, employing one million people, operate their 

own aircraft 
• Michigan ranks 5th nationwide in the number of registered business aircraft 
• Business aviation is the fastest growing segment of the general aviation industry and 

comprises 85 percent of general aviation activity 
 
Airports accommodate a wide variety of aviation activities that provide direct and indirect 
public benefit.  In addition to the obvious role of accommodating airlines and the services 
they provide, airports also function as community gateways.  These gateways provide 
access to a wide variety of aeronautical operations including: 
 
Business Travel: Local airports allow corporate aircraft easy access to nearly every corner 
of Michigan. This provides a flexible, time-saving alternative to scheduled airlines. Business 
travel has become increasingly popular given the more stringent and time-consuming 
security screening process required for airline travel. In fact, an estimated 65 percent of 
non-airline operations are now attributable to business travel. 
 
Law Enforcement: Airports provide a fueling and staging point for law enforcement aircraft 
that conduct surveillance, traffic patrol, and search & rescue. 
 
Aeromedical Use: Perhaps nothing is more time critical than emergency medical care. 
Airports afford local residents immediate transportation options during the “golden hour” 
after a medical emergency. Aeromedical flights also facilitate rapid transport of life-saving 
organ donations. 
 
Agricultural Operations: The importance of agricultural aviation is staggering. More than 
300 million acres of crop land is treated each year using aircraft. Nearly 95 percent of the 
U.S. rice crop is planted by aerial applicator aircraft and 65 percent of all commercially 
applied crop protection is performed by agricultural pilots.7 
  
Economic Development: Availability of a local airport is often one of the first criteria 
considered as companies look to site manufacturing or other corporate facilities. The job 

                                                 
7 Aircraft Owners & Pilots Association 
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creation potential is significant. This is particularly true considering spin-off development 
such as hotels, restaurants, rental car companies, and retail. 
 
Air Cargo: In this modern world, citizens are experiencing an increased reliance on Internet 
and catalog commerce. Consumer demand has skyrocketed for a variety of perishable foods 
and commodities. As a result, air cargo has become an essential element in the 
transportation chain. Small community airports throughout Michigan provide a vital link to 
national and international cargo hubs. 
 
Emergency Response:  Natural or man made disasters may wreak havoc on 
transportation infrastructure. Usually, reopening an airport is the first priority when 
addressing disaster relief needs as this reopens a direct, nation-wide link for first 
responders. 
 
As outlined above, many public benefits are realized with a vibrant, well-developed airport 
system. Therefore, we must recognize the importance of investing in Michigan’s aviation 
infrastructure to maximize the benefits enjoyed by all Michigan residents. 
 
 
Infrastructure and Service Provided 
 
Michigan relies on a comprehensive aviation system that includes: 
 

• 17 Commercial Airports 
• 30 Scheduled Airlines 
• 235 Public-use Airports 
• 18,600 Active Pilots 
• 7,800 Registered Aircraft 
• 6 Aircraft Manufacturers 
• 31 Repair Stations 
• 6 Military Aviation Facilities 

 
Through the Federal Airport Improvement Program (AIP), the state administers funds used 
for capital projects at the 78 highest-priority airports, as determined by the 2008 Michigan 
Aviation System Plan (MASP). Capital projects include runway construction and 
rehabilitation, airport lighting, terminal construction, and land acquisition.  Aviation safety 
requirements have also been addressed through the Airport Safety and Protection Bond 
Program (ASAP), which was authorized from FY 2002-2007, although bond payments for 
this program will continue until 2031.  
 
In addition to the AIP and ASAP, there are a number of state and local programs designed 
to address Michigan’s aviation needs that have been suspended or curtailed due to lack of 
funds. These programs include: 
 

• All Weather Airport Access Program that helps provide safe access to airports 
through automated weather reporting  

• Airport Rescue and Fire Fighting Training Program created to train emergency 
responders 

• Airport Inspection Program used to ensure appropriate airport safety and practices 
• Air Service Program intended to recruit and retain airline services 

 
The airline system provides scheduled passenger services at 17 commercial service airports. 
In 2006, approximately 56 million passengers used Michigan airports, including 40 million 
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airline passengers and roughly 16 million general aviation passengers.  The majority of 
these airports are served by regional airlines such as Mesaba and Great Lakes, which 
provide connecting service.  This service provides connections to major airlines operating at 
large airports where access to the global airline transportation system is available. These 
regional air carriers typically operate 19- to 34-seat aircraft, which are better suited to 
smaller markets. The increasing use of regional jet aircraft, such as those used by Pinnacle, 
American Eagle, and other airlines, serve mid-sized regional airports and have a seating 
capacity of 50 to 90 seats.   
 
Several airline operators provide on-demand or “charter” passenger and cargo 
transportation at various locations throughout Michigan. These services are available at any 
of Michigan’s public-use airports and may be accomplished with a variety of aircraft 
designed to suit passenger or shipper needs. 
 
Air cargo moves via the cargo compartments of passenger aircraft, cargo-specific carriers, 
and certain types of general aviation aircraft.  In 2006, approximately one billion pounds of 
air cargo moved via Michigan’s airport system.  Air freight tonnage is much smaller than for 
other modes, but value of the cargo is quite high and expected to increase (Figure 1). Air 
cargo includes all types of goods including auto parts, flowers, produce, seafood, computer 
parts, U.S. mail, as well as commercial package expediting services such as UPS, FedEx, 
and others. As online purchasing continues to grow in popularity, the air cargo industry will 
play a vital role in meeting consumer demand.  Air cargo service providers at Detroit Willow 
Run Airport and Oakland County International Airport (Pontiac) offer cargo services where 
scheduled passenger airline services are not available. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: FHWA State by State Freight Analysis

Figure 1: Air Freight Forcast (Intrastate Shipments)
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Current Funding and Funding History 
 
It is notable, when comparing the federal and state funding breakdowns, that approximately 
25 percent of federal airport funding is generated from General Fund sources, an 
acknowledgement of the public benefit attributable to aviation and airports.  This is not the 
case with state funding, however.  
 
Federal Funds.  Federal funding, derived from the Airport and Airway Trust Fund (AATF), is 
the primary funding source for airport capital projects. The AATF is derived from passenger 
ticket taxes, cargo taxes, commercial aviation fuel taxes, and non-commercial aviation fuel 
tax General Fund revenue (Figure 2). 

 
 

 

 
State Funds.  The State Aeronautics Fund (SAF) is the primary repository for state aviation 
revenue and is used in conjunction with local revenue to match available federal aid (Figure 
3). The SAF receives revenue from license, permit, and registration fees. State sales tax at 
the rate of six percent of the retail price is levied on sales of aviation fuel and other aircraft-
related purchases.   
 
The excise tax on aviation fuel is the single greatest source of revenue for the SAF. The tax 
has never been increased since its inception in 1929 and remains at three cents per gallon. 
The only change to the tax on aviation fuel was a one and one-half cent per gallon rebate to 
interstate airlines instituted with P.A. 327 of 1945, as indicated by the dark blue line 
(Interstate Airlines) on Figure 4. 

 

Figure 2: Federal Aviation Funding Sources
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Figure 3: State Aeronautics Fund (SAF) Revenue 
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Funding Outlook.  Addressing aviation infrastructure and program needs creates many of 
the same challenges faced by other modes of travel.  Cost increases for construction 
material have far outpaced the overall inflation rate.  The asphalt and concrete used to 
construct runways and adjoining pavement cost far more now than it did just five short 
years ago.  The Bureau of Labor Statistics Producer Price Index for highway and street 
construction has increased by more than 54 percent since 2003.  Over the same period, the 
Consumer Price Index has risen by less than a third of that amount – only 15.4 percent. 
 
While construction costs have increase dramatically, revenues have not kept pace.  The 
result has been a stagnation of aviation revenue over the past two decades (Figure 4).  
Finding a solution to this funding crisis is of vital importance.  In order to maintain an 
adequate airport system for Michigan residents and business interests, we must secure a 
stable revenue source to maintain investment in our aviation infrastructure. 
 
 

 

Figure 4:  Historical Motor and Aviation Fuel Tax Rates
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Capital and Maintenance Investment Needs 
 
“Do Nothing” Investment: $121 million annually  
The “do nothing” scenario represents the current level of public investment in aviation 
infrastructure in Michigan, and is not sufficient to fund infrastructure needs adequately 
(Figure 5).  Eventually, some airports will succumb to budgetary pressures worsened by the 
lack of state funding and this is particularly true with privately-owned, public-use airports. 
 
If Michigan does not act to 
generate additional revenue for 
aviation, vital infrastructure and 
services will continue to 
deteriorate. The existing backlog of 
capital needs will not be addressed 
and an estimated $16 million per 
year in federal dollars from capital 
programs will go unmatched. In 
addition, safety needs, as 
addressed by the All Weather 
Access, Airport Inspection, and 
Approach Marking programs will go 
unmet.  Continuing to under fund 
initiatives such as the Air Service 
Program will potentially contribute 
to the cessation of commercial 
airline service at some air carrier 
airports, which could further 
damage Michigan’s already 
struggling economy.  

 
“Good” Investment:  $242 million annually 
The “good” investment level for aviation essentially doubles the investment in aviation 
infrastructure. Additional investment from state and local sources of $63 million per year 
could leverage a total of $163 million in federal funds to achieve this investment level, 
should the federal funds be made available. Any additional state investment not used to 
match federal funds would be used directly for investment in airport infrastructure and 
safety programs. This investment has the potential to create or retain 3,800 jobs per year. 
 
A “good” investment level would allow for a modest increase in funding and a reinstatement 
of state and local programs on a reduced scale. This level of investment would help address 
the existing backlog of needed capital and safety improvements. The Air Service Program 
would be partially reinstated to help retain commercial airline service. An Aviation Economic 
Development Fund (AEDF) would be created to stimulate economic activity by providing a 
small pool of funds to address public aviation infrastructure needs as incentives to create or 
retain jobs. Critical safety and security programs would be reinstated at this level of 
investment.  Michigan airports would be given the resources to get the maximum life out of 
their existing pavements and would be able to invest in preventative maintenance. 
 
“Better” Investment:  $327 million annually 
The “better” investment level requires an annual investment of $327 million, comprised of 
$197 million in potential federal funds and $130 million from state and local sources. This 
level of investment would create or retain 5,200 jobs throughout the state. 

Figure 5: Aviation Investment Options (FY 2009-2030)
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With a “better” investment level, all backlogged maintenance, repair, and new capital needs 
would be met as outlined in the 2008 MASP. Funds for capital projects would also be 
available, including intermodal connectivity, precision instrument approaches, and general 
aviation terminals. Investment in curtailed state and local programs, such as All Weather 
Access and Airport Rescue and Fire Fighting Training, would be reinstated and maintained at 
an acceptable level. This investment level would allow the state to be much more proactive 
in the asset management approach to airport pavement preservation, as well as train 
emergency personnel, promote safety, and recruit and retain commercial airline service.   
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Section B - Highways, Roads, and Bridges 
 
No other element of Michigan’s transportation system impacts as many people as highways, 
roads, and bridges, which makes a well-maintained and efficient road system the essential 
backbone of Michigan’s economy. 
 
Investment in this element provides innumerable benefits economically in travel time 
savings and personal cost savings.  Increased investment also ensures the greatest level of 
safety on this vital piece of infrastructure.   A 2007 University of Michigan study, which 
evaluated MDOT’s annual investment in transportation and the benefits of MDOT's Five-Year 
Highway Program, anticipated those investments would: 
 

• Generate personal travel-time savings between $28.3 to $69.2 million per year from 
2007 to 2011 

• Create business savings worth $18.9 to $47.6 million per year  
• Create 23,034 jobs  
• Increase Gross State Product by $1.4 billion in 2007 

 
An efficient transportation system costs money, but a poor quality road and bridge 
infrastructure costs even more. Studies conducted by the Texas Transportation Institute 
conclude that deteriorating and increasingly congested roads have significant financial 
impacts; Poor roads cost Michigan drivers $7 billion annually due to crashes, vehicle 
maintenance costs, lost time, and wasted fuel.   
 
It is widely recognized that Michigan’s roads are in need of improvement.  A nationally 
publicized report found that Michigan: 

• has the 8th worst road system based on overall performance 
• is 16th in the nation based on the number of deficient bridges 
• has the 4th worst rural interstate conditions 
• has the 8th worst urban interstate conditions 
• is 8th in congested roads in urbanized areas8 
 

In another example, a 2007 survey of the nation’s truckers concluded that Michigan has the 
third worst road conditions in the nation.9  Michigan was once a leader in transportation 
innovations – including the nation’s first superhighway - and can be again by refocusing its 
priorities back into the infrastructure that the state’s current economic foundation was built 
upon. 
 
Infrastructure and Service Provided  
 
In Michigan, there are three levels of road jurisdiction: state roads, under the jurisdiction of 
MDOT; county roads, under the jurisdiction of county road commissions (or the county 
Department of Public Services in the case of Wayne County); and city/village streets, under 
the jurisdiction of the local municipalities. By law, Michigan’s townships do not have 
jurisdiction over roads (all roads in townships are either county roads or state highways). 
Figure 6 reveals the size of each system and the amount of traffic each carries.   
 

                                                 
8 The Reason Foundation’s 2007 Annual Report on the Performance of State Highway Systems  

9 Overdrive Magazine’s 2007 Highway Report Card Survey 
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It should be noted that Michigan has the eighth largest public road system in the nation, the 
sixth largest local road system, the fourth largest county road system, and the 28th largest 
state highway system.  
 
Roads. Although the state trunkline system accounts for only 8.1 percent of centerline 
miles, it accommodates more than half the travel on Michigan roadways. County roads 
account for 30.8 percent and city and village streets another 18.2 percent (Figure 6). 
 

 

Figure 6:  Distribution of the Highway, Road, and Bridge System 
 

Agency 
No. of 

Agencies 

Centerline 
Road Miles 

% of all 
MI roads 

# of 
Bridges 

% of all 
Bridges 

Vehicle Miles 
of Travel 

(VMT) 

VMT 
(% of 

system) 

State 1  9,695  8.1%  4,414  40.8% 52.6 B 51.0% 

County 83  88,961  74.4%  5,611  51.9% 31.7 B 30.8% 

Municipal 533  20,914  17.5%  792  7.3% 18.8 B 18.2% 

Total 617  119,570   100%  10,817  100%  103.1 B 100% 

 
Michigan’s Asset Management Council (MAMC), established in 2002, advises the State 
Transportation Commission on the condition of Michigan’s highway assets. The MAMC 
projects that in 2015, due to reduced funding and the effect of inflation, only 70 percent of 
the state’s federal-aid-eligible roads will be in good or fair condition - down from 85 percent 
in 2006 (Figure 7). Also by 2015, at current funding levels, 23,000 miles of road lanes will 
need rehabilitation or reconstruction on the federal-aid-eligible network alone.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Bridges. Overall bridge conditions are determined by the National Bridge Inventory (NBI) 
condition ratings for major structural elements, including deck, superstructure, and 
substructure. According to the NBI, most of Michigan’s bridges are in fair or good condition 
at this time (Figure 8).  Federal law requires that bridges be inspected and rated at least 
once every two years. 

Figure 7: Condition of Federal-Aid Eligible Roads in 2007 

Condition Improvement Needed 
Lane 
Miles 

Percent 
Change 

from 2004 

Good Routine Maintenance 19,751 24% 

Fair Preventive Maintenance 43,222 51% 
-14% (Good 

& Fair) 

Poor Structural Improvement 21,581 25% +88% 

 TOTAL 84,554 100%  
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Bridges can be rated as functionally obsolete, structurally deficient, or in good condition. A 
functionally obsolete bridge is not necessarily in poor condition, but has width or height 
clearances below current design standards for the volume of traffic being served. A 
structurally deficient bridge has a condition rating of poor or worse, and while they generally 
are safe to drive on or under, they require attention.  The majority of Michigan’s bridges are 
classified in good condition, but the 31 percent of bridges that are rated as functionally 
obsolete or structurally deficient is unacceptable. 
 
Current Funding and Funding History 
 
Michigan’s road system is funded from three main sources of revenue: federal, state, and 
local (Figure 9). For FY 2006-07 these sources generated a total of $3.4 billion for the 
Michigan Transportation Fund (MTF).  Bonding and tolls are responsible for smaller portions 
of the MTF revenue and are allocated to specific programs or infrastructure. 
 

 
Figure 9: MTF Revenue Sources 

 

 Revenue Percent 

State funds $2,225 million 64.6% 

Federal Funds $1,169 million 34.0% 

Local Funds10 $47.5 million 1.4% 

Total Road Funds $3,440 million 100% 

 
Federal funds.  Federal transportation funds for highways are primarily generated by the 
federal gas tax of 18.4 cents per gallon. Funds are distributed to the fifty states and some 
territories through a variety of transportation program categories, all of which have clearly 
defined regulations for the use of the funds.  The funds are authorized and their distribution 
defined by multi-year federal legislation.  
 
The current transportation funding legislation, SAFETEA-LU (Safe, Accountable, Flexible, 
Efficient, Transportation Equity Act – A Legacy for Users) is scheduled to expire in 2009.  
                                                 
10 The “local funds” number represents only the funds generated locally and used on the MDOT system.  It does not 
include funds raised locally and used on either city/village streets or county roads. 

Figure 8: 2008 Bridge Conditions on the Federal-Aid 
System (Arterials and Collectors Only) 

Condition (as of Oct. 9, 2008) Number of 
Bridges 

% of 
Total 

Change from 
2003 

Good 4,615 69% -3% 

Functionally Obsolete (FO) 1,177 18% +2% 

Structurally Deficient (SD) 903 13% -2% 
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Michigan is a federal funding “donor” state, because it has historically received less in 
federal funds than it collects through federal fuel taxes. SAFETEA-LU was one of a series of 
federal highway authorization bills that helped address that disparity for the distribution of 
highway funds, bringing Michigan’s rate up to a 92 percent return on its federal funds 
collected for highways.  
 
State funds.  State funds for highway investment come chiefly from vehicle registration 
fees and motor fuel taxes, which includes the state's 19-cent per gallon gasoline tax and 
15-cent per gallon diesel fuel tax (Figure 10).  As of 2008, motor fuel taxes account for 
more than half of all state-generated transportation revenue, but that number is slipping 
due to reduced fuel consumption. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Funds generated by state fuel taxes and registration fees are protected by the Michigan 
Constitution; all such revenues must be spent on transportation related activity.  The 
Constitution specifies that at least 90 percent of the funds must be spent on roads. The 
remainder may be spent on public transportation.  
 
Between 1996 and 2007, over $2.3 billion in state bond proceeds were used for the 
Highway Capital Program, particularly on the Build Michigan Program, Preserve First 
Program, and Jobs Today Program. These borrowing initiatives supplemented federal and 
state revenue to support improvements to MDOT’s trunkline system and also some local 
road projects.  
 
Tolls are used to fund a small but vital portion of the state's transportation system, 
Michigan’s major bridges and border crossings. The Mackinac Bridge, Blue Water Bridge, 
and International Bridge are all funded with toll revenue. The Ambassador Bridge, a 
privately owned border crossing facility, also charges tolls, as do several ferry operations in 
Michigan. 
 
Local funds. Local units of government, such as counties, cities/villages, and townships, 
participate in the cost of construction and reconstruction of roads. They also often 
participate in the cost of improvements within their boundaries on state trunklines and 

Figure 10: Mix of Fuel Tax and Registration Revenue 
in MTF (at current rates) 
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county roads. These funds are typically generated through a local, dedicated property tax 
millage, or through contributions from the entity’s general fund.  
 
Funding Outlook. When fuel prices rise and as the state’s economy continues to struggle, 
travel on Michigan roads has decreased, and fuel tax revenue has decreased as well. The 
improved fuel efficiency of motor vehicles exacerbates the problem.  Growing construction 
costs - again due largely to rising fuel prices - and material costs erode the buying power of 
fuel tax revenue.  
 
MDOT has used bonding in the past to sustain the highway program and improve state 
trunkline infrastructure, but that approach can no longer continue, as annual debt service 
on the bonds is very near the 25 percent maximum approved by the State Transportation 
Commission. 
 
Due to the decline of revenues from fuel taxes, the importance of vehicle registration taxes 
is increasing. Revenue from vehicle registration taxes is projected to surpass the revenue 
from fuel taxes in 2012 (Figure 10). At both the state and federal level, there is increasing 
recognition that the gas tax, in its current form, is becoming a less reliable source of 
revenue for transportation projects than it has been in the past. 
 
 
Capital and Maintenance Investment Needs 
 
“Do Nothing” Investment: $1.9 billion annually  
Under a “do nothing” investment scenario for highways, roads, and bridges, Michigan’s 
future investment will be considerably less than the $3.2 billion invested in 2008, and the 
state can expect to lose more than 13,000 jobs as a result. The financial and practical 
impacts of this inadequate level of investment are so profound that this is clearly not an 
option for Michigan. 
 
For starters, without additional state funds, Michigan will be unable to match up to $1 billion 
per year in federal aid (Figure 11).  The state trunkline system will deteriorate from today’s 
90 percent in good condition to about 65 percent in good condition by 2015; the local road 
system and local bridge condition are expected to deteriorate even more quickly. Current 
safety and operational programs will not have sufficient funds to continue in their current 
form.  There will be no funds available to increase highway capacity at the state or local 
level, except for environmental or real estate work on a handful of ongoing projects.  
Maintenance work, such as snowplowing and pothole patching, will continue, but funds 
could run short, as they did in 2008 at both the state and local level.  
 
“Good” Investment: $6.1 billion annually 
The “good” investment level essentially doubles current investment in highways, roads, and 
bridges. It would allow Michigan to continue to match current federal funding of $1 billion 
each year to leverage an additional $1.2 billion annually. It would retain more than 13,000 
jobs and create more than 74,000 additional jobs. Finally, because every dollar invested in 
transportation results in $5 to $6 in direct and indirect economic benefits, the “good” 
investment level would generate between $31 and $37 billion in economic benefits. 
 
The “good” level of investment is deemed the minimum necessary for Michigan to keep 
people and goods moving. It would allow the state to match anticipated federal aid, and 
would preserve 85 percent of state trunkline pavements and 90 percent of state trunkline 
bridges in good condition. At the local level, it would be sufficient to allow resurfacing, 
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pavement repairs, paving of some gravel roads, intersections improvements, modest road 
widenings, and would preserve 85 percent of local bridges in good condition. It would 
address congestion, particularly in urban areas, with funds for the highest-priority capacity 
improvements.  
 
The “good” level of investment would increase safety programs to enable intersection safety 
projects and a variety of other safety and operational programs or improvements. It would 
allow highways to better serve tourists and commuters with improvements to rest areas, 
particularly for energy efficiency, and modest expansion of carpool parking lots. Routine 
maintenance of existing infrastructure at the state and local levels would be adequately 
funded at this level of investment.  
 
“Better” Investment: $12.7 billion annually 
In addition to all of the improvements made possible by a “good” investment in Michigan’s 
transportation system, doubling this allocation would further strengthen the economy and 
ensure a competitive transportation system.  A substantial increase in funding for 
transportation would provide a world-class system of highways, roads, and bridges 
throughout the state.   
 
A “better” level of investment could potentially sustain more than 179,000 jobs, as well as 
generate economic benefits of $20 billion per year.  An expected 90 percent of pavements 
and bridges would be preserved in good condition at both state and local levels. Congestion 
would be addressed with essential highway capacity improvements, making funds available 
for highway projects that have already been identified and improve the design of existing 
intersection traffic bottlenecks. An expanded safety program would further improve safety 
for all drivers, and sidewalk and other improvements would be implemented to meet 
requirements of the Americans with Disabilities Act (ADA).  
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Figure 11: Highway, Road, and Bridge Investment Options 
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Section C - Intermodal Freight 
 
The world’s largest bilateral trade relationship exists between the United States and Canada, 
with Michigan positioned as a leader in international trade.  Goods and people moving 
across Michigan’s borders significantly impact the economies of Michigan and Ontario, and 
the economies of the United States, Canada, and other nations. 
  

 By truck, Michigan is the #1 trading partner (among U.S. states) with Canada and 
the #3 trading partner (among U.S. States) with Mexico 

 The Ambassador and Blue Water Bridges rank as the top two commercial crossings 
on the border between the U.S. and Canada 

 In 2007, 5.2 million commercial trucks carried more than $216 billion in annual trade 
across the border via the Michigan-Ontario border crossing network 

 In 2007, 15.6 million passenger vehicles traveled across Michigan's international 
border crossings, which generated $284 million in the local and regional economies 
of Michigan 

 221,500 Michigan jobs are supported by trade between the U.S. and Canada 
 
The rapid and inexpensive movement of goods throughout the U.S. supply chain, 
particularly through Michigan’s ports and critical trade corridors, helps to secure the state’s 
economic future by maintaining our competitiveness in world markets. Explosive growth, 
improvements in the manufacturing process, and new technologies all contribute to this 
trend, but they also place a strain on the capacity of Michigan’s trade gateways.   

The U.S. Department of Transportation estimates that freight traffic will nearly double in the 
next 20 years. Growing demand and limited capacity will increase congestion, as well as 
freight transportation prices, and cause less reliable trip times as freight carriers struggle to 
meet delivery windows. Over time, these limitations can increase the cost of doing business, 
increase the cost of living for consumers, and decrease Michigan’s productivity and 
competitiveness.  Task Force members believe that intermodal freight will continue to grow 
and will require additional investigation and investment in the future. 

Infrastructure and Service Provided 

The most recent multi-modal freight data show that in 2003∗, Michigan’s transportation 
infrastructure moved 670 million tons of freight, valued at over $1 trillion.  Trucking 
accounted for nearly 70 percent of the tonnage moved, followed by rail at 18 percent, water 
at 12 percent, and air at just under one percent (Figure 12). 

The infrastructure used to move freight has varied involvement from the public sector, 
depending upon the mode.  For example, the public sector provides highways used by 
privately-owned trucking companies and their vehicles.  Rail freight services are privately 
provided on rail lines, which are nearly all owned by the private sector.  In Michigan, several 
hundred miles of rail line are owned by the state and operated by private companies. 

Marine freight utilizes publicly-owned and maintained waterways - generally by the federal 
government - while terminals, docks, carriers, and services are primarily privately-owned.  
Some terminals and docks are owned by public sector authorities or agencies.   

 
In aviation, the airways and most airports are controlled by the public sector, with freight 
services provided by private carriers.  The public sector has a regulatory function in all 
modes, primarily dealing with safety issues.   

                                                 
∗ 2003 is the most recent year that freight data is available across all modes in will be used for consistency within 
this section of the preliminary report.  
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Figure 12:  Michigan Freight Movements in 2003 

Trucking Cargo.  Nearly every product consumed in the U.S. at some point is transported 
by truck.  The trucking industry plays a key role in today’s globally integrated economy, 
employing 8.6 million people nationwide.  In Michigan, the trucking industry employs one in 
every 11 residents of the state.  Trucks haul 69 percent of freight by volume and 84 percent 
by value compared to other modes, as motor carriers provide the final delivery from 
intermodal facilities.  Trucking accounted for nearly 474 million tons of commodity 
movements in, out, within, and through Michigan in 2003, with an estimated value 
exceeding $1 trillion (Figure 13).  The heavy dependence of the U.S. economy upon the 
trucking industry has also contributed to increasing congestion on state and national 
highways, and Michigan is no exception. 
 

 
Figure 13: Top Commodities Moved by Trucking in 2003 

 
Commodity Tons Commodity Value 
Nonmetallic ores and minerals 111.4 Secondary traffic $344.5B 
Secondary traffic 62.0 Transportation equipment $159.3B 
Clay, cement, glass, stone 49.9 Machinery $100.3B 
Food products 32.7 Fabricated metal products $62.2B 
Farm products 31.6 Electrical equipment $57.9B 

Source: MDOT State Long-Range Transportation Plan, 2005-2030, Freight Profile Technical Report 

 
Rail Cargo.  Michigan has approximately 3,600 miles of rail lines operated by 26 
companies. MDOT manages 530 miles of rail lines that provide the only access to shippers 
in some rural parts of the state.  It has been estimated that the use of rail freight saves 
taxpayers $266 million annually on roadway investments.  This industry specializes in cost-
effective shipping of heavy products long distances, including coal, steel, fertilizer, lumber, 
ores, grain, and chemicals.  MDOT operates a grade crossing program that provides federal 
and state funding for improvements at the state’s approximately 4,800 public grade 
crossings where rail lines and state highways intersect.  
 

Michigan's 2003 Freight Movements (in tons)

Truck
69%

Rail
18%

Water
12%

Air
1%

Michigan's 2003 Freight Movements (by value)

Truck
84%

Rail
14%

Water
<1%

Air
<1%



 

 Section C:  Intermodal Freight - Page 22 
Transportation Funding Task Force Report  

In 2003, Michigan’s railroads carried nearly 120 million tons of freight, and the estimated 
value of these rail flows exceeded $162 billion.  In 2006, the amount of freight moved by 
rail increased to 123 million tons with an estimated value exceeding $278 billion (Figure 
14).  
 

 
Figure 14: Top Commodities Moved by Rail in 2003 

 
Commodity Tons Commodity Value 
Coal 19.41 Transportation equipment $80.52B 
Chemical products 14.49 Misc or mixed shipments $22.99B 
Transportation equipment 13.54 Primary metal products $20.43B 
Paper and pulp products 7.93 Chemical products $13.45B 
Primary metal products 7.81 Paper and pulp products $7.45B 

Source: MDOT State Long-Range Transportation Plan, 2005-2030, Freight Profile Technical Report 

 
Air Cargo.  Although it makes up a relatively small percentage of the state’s freight 
transportation, air cargo services are particularly important for high-value and time-
sensitive commodities. In 2003, Michigan airports handled over 300,000 tons of air cargo.  
By 2007, the amount of cargo moved had increased to just over 350,000 tons.  According to 
2005 international trade statistics provided by the Foreign Trade Division of the U.S. Census 
Bureau and the U.S. Customs Service, air cargo accounted for less than one percent of total 
U.S. trade tonnage (imports and exports combined), yet accounted for nearly 37 percent of 
total trade value in dollar terms.   
 
Marine Cargo.  The Great Lakes and St. Lawrence River form a maritime transportation 
system extending 2,300 miles from the Atlantic Ocean to the western end of Lake Superior. 
Michigan’s 3,200 miles of shoreline along four of the five Great Lakes contain nearly 40 
commercial ports and 140 marine terminals that ship or receive cargo.  

In 2003, Michigan’s ports handled more than 78 million tons of freight valued at more that 
$5 billion.  Most of the waterborne commerce at Michigan’s 40 commercial ports consists of 
bulk cargo.  Stone, sand, iron ore, and coal accounted for 86 percent of the freight total.  
Cement, petroleum, and chemicals account for another 12 percent.  These materials are 
used in the steel, construction, agriculture, and petroleum industries throughout the Great 
Lakes region.  The steel industry alone accounts for about half of Michigan’s total 
waterborne commerce.  

 
Current Funding and Funding History 
 
Traditional federal transportation funding received through the Federal Highway 
Administration (FHWA) cannot be spent for freight projects that are not a part of the 
highway system.  For example, federal highway funds cannot be used for improving or 
expanding railroad lines or terminals.  Because of this, much of the funding received for 
freight infrastructure comes from private investment or individual freight companies and 
shippers.  For example, in 2006 the private sector investment in the maintenance of rights-
of-way along state highways, plus investment in rolling stock in Michigan was over $175 
million. 
 
In addition to the Capital Development Program (state-owned lines), there is the Michigan 
Rail Loan Assistance Program and the Freight Economic Development Program.  MDOT’s rail 
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programs, as well as the Grade Crossing Program, are currently funded with $14.3 million in 
federal and state transportation dollars.  
 
Historical allotments for the Grade Crossing Program have not increased since 1993, despite 
the rise in project costs of at least six percent per year.  This program has also seen 
reduced allocations since 2006 and is anticipated to receive $3.3 million less in 2009. 
 
 
Funding Outlook.  The cost of managing, moving, and storing goods - total logistics - has 
increased for the first time in over 25 years, attributed to fuel prices and the restricted 
system capacity across all modes of freight transportation.  The fear is that total logistics 
costs could undermine future economic productivity, competitiveness, and economic growth 
within the state of Michigan.11 
 
The U.S. Department of Transportation Freight Analysis Framework predicts that the volume 
of freight will almost double by 2035.  The percentage of truck shipments will increase 
within, from, and to the state, while the percentage of air shipments are expected to remain 
the same. Rail and marine shipments are predicted to decrease.  The American Association 
of State Highway and Transportation Officials (AASHTO) has calculated that nationally, 
without growth in the freight-rail system, 900 million tons of freight could be shifted to the 
highways by 2020, costing shippers $326 billion and highway users $492 billion in travel 
time, operating and accident costs, and necessitating $21 billion in highway improvements 
(not including the cost of improvements to bridges, interchanges, local roads, new roads or 
system enhancements). 
 
 
Capital and Maintenance Investment Needs 
 
“Do Nothing” Investment: $14 million annually  
This “do nothing” scenario represents the current level of public investment in freight 
infrastructure in Michigan, and is not sufficient to fully fund Michigan’s freight infrastructure 
investment needs. 
 
If additional investment is not made in freight transportation, MDOT estimates that it will be 
able to address 40 percent fewer grade crossings in FY 2010 versus 2005. MDOT has 
typically been able to add active-warning devices at 40 to 50 local crossings annually, but 
will be forced to address five to ten fewer locations in FY 2009 due to budget constraints. 
Federal funds allocated for trunk line grade crossings also will be reduced leading to a 
program funding reduction of $2 million in FY 2009-2011 compared to FY 2008 funding 
levels. The Michigan Rail Loan Assistance Program (MiRLAP) will continue to be $2.7 million 
short of $15 million required by statute to assist short lines in track rehabilitation. 
 
“Good” Investment: $19 million annually  
A “good” level of investment in freight transportation would allow the Grade Crossing 
Program to return to historical funding levels.  An additional five to ten safety enhancement 
projects on local roads and state trunklines could be completed, as well as 10 to 20 crossing 
surface improvements at trunkline crossings annually. This would allow MDOT to annually 
address about five percent of the locations that would most likely warrant safety 
enhancements. Track rehabilitation efforts would be improved, but would continue on a 

                                                 
11 Association of American Railroads.  National Rail Freight Infrastructure Capacity and Investment Study, Sept 07. 
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limited basis. Transportation investments would be focused on congestion mitigation on 
commercial trade routes that will have the most impact on systemic chokepoints.  
 
This level of investment would also increase property management and emergency repairs 
on state owned rail, eliminate deferred track maintenance, and allow for MiRLAP to provide 
loans for three additional projects each year.   
 
“Better” Investment: $41 million annually 
Increased funding to “better” would enable MDOT to improve trunkline crossing surfaces to 
meet the good pavement condition goal of 90 percent. A “better” investment would leverage 
$5 million in private railroad investment for grade crossing safety. MDOT would be able to 
modernize existing warning devices at trunkline crossings, ensuring device reliability and 
uniformity for motorists at 10 to 20 locations per year. Additional funding would create a 
program to help upgrade the most critical crossing surfaces on local roads. A program to 
match railroad investments would support approximately 200 projects to improve crossing 
surfaces on local roads annually, about five percent of all local crossings. 
 
Property management and emergency repairs on state-owned rail would be adequately 
addressed at the “better” investment level. Track rehabilitation projects would be performed 
on 15 to 20 miles of system each year. Economic development activity from rail lines would 
be expanded upon. Additional funding allocated to MiRLAP would promote short line 
modernization to allow higher capacity (286,000 pound railcars) and meet increased 
demand for rail service. 
 
Additional investment would allow for congestion mitigation on freight routes to improve 
mobility performance. Trade corridors (I-94, I-75) would be selected as priorities, including 
the expansion of Customs Pre-Clearance participation and maximizing inspection facilities 
where MDOT has responsibilities. A “better” investment level would upgrade the remaining 
four percent of seasonal state highways and sections of county roads to Class A. The 
Transportation Economic Development Fund (TEDF) is intended to distribute funds between 
counties for the construction or reconstruction of access roads based on their percentage of 
the state’s total acreage of commercial forest, national park, and national lakeshore land. 
Funding for these roads has not increased from $5 million since 1987, but would see 
increases with a “better” level of investment.  
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Section D - Intermodal Passenger 
 
In Michigan, transit usage is up significantly for both local transit and intercity services. In 
early 2008, some local transit and intercity passenger rail services have experienced growth 
of 20 percent or more. Since bus transit is the backbone of any public transit system, 
Michigan has an excellent foundation on which to build. However, rail - light rail, commuter 
rail and intercity rail - are vital to building an effective system in the 21st century. Data 
gathered from other states shows that a serious investment in modern transit is not an 
option for Michigan - it is an urgent necessity.   
 
Intermodal passenger ridership is increasing and citizens are demanding more 
transportation options, while fluctuating gas prices and the aging population accelerate the 
demand.  A major contributor to the growing number in transit ridership is the increasing 
average price for unleaded gasoline. In 2006, it hit an all-time high of $3.01. Two years 
later the average price increased by 35 percent to $4.07. As the price of fuel increased, 
state residents drove less, switched to more fuel efficient vehicles, car pooled, or sought out 
alternative modes of transportation. A vast majority of riders of Michigan’s intercity rail and 
bus system have another option to use in making the trip, but choose not to because of the 
convenience provided by the local system and the potential cost savings – in terms of both 
money and time - of leaving the car at home.  
 
Further contributing to the increase in transit use is the increase in Michigan’s senior 
population. By 2030, it is projected that much of the southern Lower Peninsula will see an 
increase in this age group of more than 100 percent. By 2035, there will be as many seniors 
and children in Michigan as there are working people to support them. Michigan’s population 
is expected to increase by slightly less than eight percent by 2030, while the senior 
population is expected to grow at a rate 10 times the overall population growth. The 
growing number of seniors in the state that are choosing to continue to work, socialize, and 
stay active will put a strain on the already struggling infrastructure. When coupled with the 
projected statewide population increase, this growth will result in more drivers, more cars, 
more vehicle miles traveled (VMT), and more road congestion, pushing Michigan’s residents 
to find other alternatives to driving. 
 
 
Infrastructure and Service Provided 
 
Michigan funds a transit system that is a compilation of local public and non-profit service 
providers. It includes local and county level bus systems, several multi-county bus systems, 
one fixed guideway system, and targeted services for the elderly and persons with 
disabilities. All 83 counties have some level of demand response service, 18 counties 
provide fixed-route service, and 60 counties offer county-wide service, providing 80 percent 
of our population with access to local transit.  
 
Michiganders took just over 95 million trips on public transit in 2007, gaining access to jobs, 
medical care, education, shopping, recreation, and other services. Ridership grew 10.8 
percent from 2005 to 2007. In 2007, an additional 1,611,734 passengers were transported 
through the Specialized Services Program, targeted to Michigan’s aging senior population - a 
7.4 percent increase since 2004.   
 
Public Transportation. Public transit use has been steadily growing across the state. 
Michigan’s public transit systems are categorized as urban and non-urban (rural) based on 
their service area population. There are 20 urban transit systems, in communities with 
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50,000 persons or more. All of Michigan’s urban areas have a local public transit system. 
Over 88 million passenger trips were provided by these urban systems in 2007, which 
represents nearly 93 percent of the state’s annual transit ridership. 
 
There are 71 non-urban (rural) transit systems in Michigan, which include 12 systems that 
also operate in urban areas. These systems provided 7.1 million passenger trips in 2007, 
representing about seven percent of annual ridership. These systems have a total of 3,077 
vehicles in their fleets, with 1,447 operating on fixed routes and 1,630 used for demand-
response service. 
 
Other elements of Michigan’s public transit system include the MichiVan Commuter Vanpool 
Program, which used 148 vans carrying a total of 1,130 commuters in 2005. That number 
has since doubled to 304 vans carrying 2,622 riders as of October 1, 2008. In 2005, the 
Detroit People Mover carried more than 1.5 million passengers. Also, the two state-
supported marine passenger services carried a combined total of approximately 894,000 
passengers in 2005. 
 
Intercity Rail and Bus.  Intercity passenger services include both intercity bus and 
passenger rail. The primary carriers are the National Railroad Passenger Corporation 
(Amtrak), Greyhound Lines, Inc., and Indian Trails, Inc. The Upper Peninsula and most of 
the northern Lower Peninsula are limited to only intercity passenger bus service, while the 
southern portions of Michigan are served by both train and bus.   
Increased local marketing, community involvement and awareness, and the increasing cost 
of gasoline have all contributed to ridership increases throughout the state. As a result, 
ridership for Michigan intercity passenger rail services reached an all-time high in 2008, with 
a total of 720,647 passengers.  

Greyhound Lines and Indian Trails provide daily regular-route intercity bus service to 120 
Michigan communities, with some service to rural areas supported by the state. There are 
27 intercity bus passenger facilities, of which MDOT owns four. Local governments and local 
transit agencies own and/or operate 21 transportation facilities; Indian Trails owns and 
operates two transportation facilities. Also, 18 passenger facilities are categorized as 
intermodal facilities, serving more than one transportation mode.  

Amtrak offers intercity passenger rail services along three major corridors in Michigan: the 
Pere Marquette (Grand Rapids-Chicago), the Blue Water (Port Huron-Chicago), and the 
Wolverine (Pontiac-Detroit-Chicago). These three passenger rail corridors serve 22 station 
communities and consist of 521 route miles in Michigan. The Pere Marquette and Blue Water 
offer one round trip per day and the Wolverine offers three daily round trips.  
 
The Pontiac-Detroit-Chicago corridor is one of the original federally-designated High-Speed 
Rail Corridors. The corridor currently includes the only segment of track outside the 
Northeast Corridor that has the technical ability to handle speeds of 110 mph and currently 
operates at 95 mph. This segment of track extends over 45 miles of Amtrak ownership and 
is located west of Kalamazoo.   
 
From 2001 to 2008, the Blue Water transported 871,729 passengers and operated 1.8 
million train-miles. For this same period, the Pere Marquette transported 695,060 
passengers and operated 1.0 million train-miles. On the two state-supported routes, Amtrak 
transported 3,233,523 passengers and operated 4.5 million train-miles. 
 
Michigan is also involved in the Midwest Regional Rail Initiative (MWRRI), in an effort to 
ensure Michigan is investing in an intercity passenger rail system that connects to an 
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equally developed system beyond its borders. This is especially critical in connecting to the 
Midwest’s intercity passenger rail system hub in Chicago. The MWRRI will help address 
issues outside of Michigan’s borders that can improve service within the state, such as 
finding ways to reduce rail congestion that impedes passenger travel. 
 
 
Current Funding and Funding History 
 
The Comprehensive Transportation Fund (CTF) has been the primary source of state funding 
for Michigan’s public transportation programs since its creation in the 1970s. Over the past 
10 years, appropriations from the CTF have provided an average of $200 million annually to 
these programs.  
 
The CTF provides funds for: 

• Intercity bus operations and capital investment statewide 

• Intercity rail operations for two of the state’s three intercity rail services, and rail 
capital improvements, including the high-speed corridor   

• Intercity rail and bus terminals 

• Bus transit operations and capital investment for 79 transit systems 

• Operations and capital support for two publicly-owned marine passenger services 

• Public transportation services throughout the state for targeted populations (seniors, 
persons with disabilities, and transportation to work for low-income individuals) 

• Preservation and maintenance of the state-owned rail freight lines 

• Rail freight-based economic development 

• Oversight of multi-modal programs including transit, intercity passenger, rail freight, 
and for-hire bus and limo regulation 

• Debt service on CTF bonds that support routine capital investment for local transit, 
intercity bus and rail, and rail freight, as well as special projects for all forms of 
public transportation, including marine and aviation 

The primary revenues to the CTF are sales tax contributions and transfers from the MTF.  
The annual contributions of MTF and sales tax to the CTF are set in statute. In general, the 
MTF distribution to the CTF is approximately two-thirds of CTF annual revenue, and the 
sales tax contribution is the other one-third.  Currently, Public Act 51 of 1951, Section 10 
(1) distributes 10 percent of funds from the MTF to the CTF, after certain specified 
deductions. The annual MTF distribution to the CTF equates to about eight percent of the 
MTF before deductions.   

Under the General Sales Tax Act, two-thirds of the six percent sales tax is to be distributed 
as follows: 

• 15 percent to cities, villages and townships 

• 60 percent to the state school aid fund 

• 25 percent as follows 
_ Not less than 27.9 percent of the tax collections from motor vehicle related 

sales to the CTF 
_ Balance to the General Fund 
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Historically, the state has provided operating funds to transit systems, but the percentage of 
operating funds provided by the state has declined steadily for several years, eroding the 
ability of local transit agencies to maintain - much less improve - service.  
 
Under the current distribution formula, funding is distributed based on operating expenses. 
This creates a number of problems:  
 

• Discourages expansion: When one transit agency’s costs increase because of 
growth or expansion of service, it diminishes the amount of funding available for 
all other transit agencies. Growth in urban areas should not have a proportional 
negative impact on rural systems. 

• Discourages cost-cutting efficiency: Transit systems should be rewarded for 
efficiency, not penalized with less funding. 

• Makes funding less predictable: Because the final amount of funding distributed is 
not certain until all system audits have been submitted in a given fiscal year, it is 
not unusual for funding adjustments to be made even after the books have been 
closed. It is very difficult for transit systems to develop multi-year plans for 
service or facility improvements when they can not accurately forecast revenue. 

• Devolves costs from the state to locals:  Funds collected at the state level for 
public transportation have been used for other purposes in recent years, forcing 
local governments to make up the difference. 

 
Prior to FY 2005, MDOT provided the required 20 percent matching funds for all federally-
funded transit capital grounds using CTF revenues, but with increased federal funds coming 
to Michigan under TEA-21, SAFETEA-LU, and constrained CTF revenues, the CTF has not 
been able to keep up with federal match obligations. The CTF’s match obligations for FY 
2008 were $30 million, as compared to the CTF appropriation of $10.3 million. This 
represents an annual shortfall in the CTF that has been masked with bond proceeds and toll 
revenue credits. Several regional rapid transit projects that have or are close to receiving 
FTA approval will not be able to proceed because the CTF cannot provide the match needed 
to access federal grants. 
 
CTF revenue for investment in intercity bus terminals has also been greatly reduced in the 
last five years as constrained CTF revenues have been redirected to continue support local 
transit and intercity operations. For example, the FY 2004 CTF appropriation for intercity 
terminals was $2.8 million. In FY 2008, the appropriation dropped to $300,000, which is 
shared by intercity bus and passenger rail programs.  
 
Funding Outlook. For a number of reasons, it is very difficult to project the amount of 
revenue available for passenger transportation. At the state level, CTF revenues have been 
redirected to other purposes, and the win-lose nature of the distribution formula 
exacerbates the problem.  
 
But federal revenue for passenger transportation is also unpredictable. The federal revenues 
that support local transit include both annual apportionments and Congressional earmarks. 
Although there has been significant discussion nationally about the merit of federal 
earmarking, in the area of passenger transportation, earmarked funds are fundamental to 
the program and can account for as much as 40 percent of federal funds available for transit 
in Michigan. Congressional earmarks vary widely from year to year and program size varies 
with them. Federal funding for rail passenger and marine passenger systems is also based 
on Congressional earmarks and special projects and is equally difficult to predict.  



 

 Section D:  Intermodal Passenger - Page 29 
Transportation Funding Task Force Report  

Capital and Maintenance Investment Needs 
 
“Do Nothing” Investment:  $241 million annually 
Continuation of the current level of investment in passenger transportation will lead to a 
reduction in local transit services. By 2013, Michigan transit agencies stand to lose up to 
$112 million annually in federal allocations at a time when demand and ridership are at 
record highs (Figure 15). Without additional investment in public transportation: 
 

 Rapid and/or regional transit projects in Michigan’s urban areas will not be possible. 
 All transit systems will be forced to cut services at some point without at least 

modest growth in operating assistance to keep pace with expenses. The most 
immediate threat is to rural systems, many of which are barely able to survive at 
current levels. 

 Systems will not be able to invest in new technologies that make operations safer, 
more convenient, more customer-friendly, and more attractive to potential riders.  
Procurements for things like on-board camera systems, more advanced fare 
collection equipment, and real-time bus information will be delayed or cancelled 
because of a lack of funds for such investment. 

 Intercity passenger rail service will be discontinued because of a lack of funds to 
cover projected cost increases. 

 Service will be lost that connects 14 Michigan communities and 232,000 passengers 
to the national rail network in Chicago. 

 Infrastructure improvements to maintain existing intercity and passenger rail 
systems will be minimal. 

 State contracts to support intercity bus service to rural parts of the state will be 
curtailed. 

 Routine replacement of motor coaches will not be possible. 
 Preventive maintenance on transit buses will be reduced. 
 Transit buses will not be replaced with more fuel efficient and/or lower emission 

models when they reach the end of their useful lives. 
 Passenger facilities will not be upgraded and expanded; only minor maintenance will 

be possible for some of the 44 existing terminals. 

Figure 15:  Passenger Transporation Investment Options (FY 2009-2013)
(Local Transit, Intercity Bus, Passenger Rail)
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“Good” Investment: $773 million annually 
A “good” level of investment of $508 million in state funds would create or retain more than 
35,000 jobs, leverage $265 million in federal aid, and encourage over $4 billion in related 
economic benefits throughout the state. 
 
Michigan’s largest urban areas would be economically competitive with other metropolitan 
areas through the introduction of rapid, regional transit to the state. Increasing state funds 
for passenger transportation enough to match federal funds and provide state operating 
assistance would make it possible to:  
 

 Implement new rapid transit in the Grand Rapids area, an FTA-approved project, 
bringing economic benefits to the corridor. 

 Develop new light rail transit on Woodward Avenue. 
 Develop a new commuter rail demonstration project between Ann Arbor and Detroit, 

scheduled for start-up in 2010 as a first step to accessing $100 million in federal 
funds allocated to the project under SAFETEA-LU. 

 Develop the new commuter rail service between Ann Arbor and Howell now being 
planned by local and regional officials with MDOT assistance. 

 
Because there is no federal program to expand passenger rail service in Michigan, a “good” 
level of investment would be needed to maintain existing passenger rail service in the state. 
Under Amtrak’s Strategic Pricing Initiative, the portion of the costs currently borne by 
Amtrak for intercity passenger rail service in Michigan would be passed on to the state, 
increasing the state’s obligations by at least $20 million per year to maintain existing 
service levels. If a federal program were established, intercity passenger rail service could 
be expanded with a “good” level of investment, essentially doubling both capacity and 
frequency over 10 years - assuming 100 percent state-funded operations and 50 percent 
state-funded capital. 

 
Local bus transit agencies would be able to maintain and increase service with increased 
frequency, expanded service areas, and/or increased use of alternative fuel technologies 
and information technologies to improve customer service.  This level of investment would 
immediately increase the amount of state funding available for operating assistance to the 
maximums allowed for in P.A. 51, bringing much needed financial relief to cash-strapped 
local transit agencies.  
 
Programs related to intercity bus services would be preserved at the “good” investment 
level. Existing state-supported intercity bus services would be preserved and routine 
replacement of motor coaches would be ensured.  
 
Major intercity terminal improvements would be possible at the “good” investment level, 
including new stations in Dearborn, Troy, Jackson, Detroit/New Center, and Grand Rapids. 
This investment could also assist with ADA improvements that may be mandated at rail 
platforms, since federal funds are not available for intercity rail passenger stations. 
 
Targeted transportation services for Michigan’s senior and low-income populations would be 
expanded. In particular, a “good” investment level would allow for an increase in 
Transportation to Work services targeted to low-income individuals. 
 
Alternatives to single-car commuting would be expanded through continuation of MichiVan, 
the state’s vanpool program, and a reinstatement of the rideshare program that was cut in 
FY 2005 due to lost CTF allocations.   
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“Better” Investment: $1,336 million annually 
A “better” level of investment of $779 million in state funds would create or retain more 
than 59,000 jobs, leverage $557 million in federal aid, and encourage over $7 billion in 
related economic benefits throughout the state. In addition to all of the items identified in 
the “good” investment scenario, this would allow the state to expand, enhance, and develop 
transit services and facilities as identified in the MI Transportation Plan (MITP).   
 
At the “better” investment level, development of rapid/rail transit in corridors that may not 
be eligible for federal funds would be possible through the use of exclusive state funds. 
Experiences in other regions of the country indicate some portion of a regional rapid transit 
system will need to be constructed without federal funds in order to demonstrate the 
project’s feasibility and make it more competitive for federal funds, or to complete portions 
of the system that may not meet strict federal criteria.  
 
Michigan's portion of the Midwest Regional Rail Initiative (MWRRI) could be implemented 
over 10 years with “better” investment, making it possible to travel by train between Detroit 
and Chicago in under four hours at a maximum speed of 110 mph.  The “better” investment 
level would make it possible to significantly increased frequency of trains, improve feeder 
bus service, travel at higher speeds, and achieve better on-time performance.  
 
The “better” scenario would provide greater funding stability for transit and spur economic 
growth.  An increase in state investment in transit could lead to unprecedented growth in 
the system, providing service to meet the growing demand in ridership. 
 
With a “better” level of investment, all existing intercity bus service would be preserved.  
This investment would provide for one small to moderate terminal project each year. This 
level of investment would also establish a new program that would provide capital 
assistance to innovative public-private partnerships for shuttle bus service. 

 
A “better” level of investment could be used to help fund past applications to the New 
Freedom program and the Transportation to Work program which had to be declined 
previously for lack of available funds.  
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Figure A:  Summary of Transportation Investment Scenarios 

 

Investment 
Scenario 

Aviation 
Highway, 
Road & 
Bridge12 

Intermodal 
Passenger 

Intermodal 
Freight 

Total Across 
Modes 

Do Nothing $121M  $1,900M $241M $14M $2,276M 
State & Local 

Funds 
$16M $1,653M $193M $7M13 $1,869M 

Federal Funds 
Leveraged 

(avg per year) 

$105M $247M $48M $7M $407M 

Federal Funds 
at Risk (avg 

per year) 

($16M) ($954M)14 ($112M) ($0) ($1,082M) 

Jobs Lost15 (416) (13,532) (3,516) (N/A)16 (17,464) 
Good $242 M $6,136M $773M $19M $7,170M 

State & Local 
Funds  

$79M $4,935M $508M $12M $5,534M 

Federal Funds 
Leveraged 

(avg per year) 

$163M∗ $1,201M $265M∗ $7M $1,636M 

Jobs Supported 3,800 87,000 35,100 250 126,150 
Other Benefits Not Available $10,100M17 $4,369M $31M $14,500M 

Better $327M $12,696M $1,336M $41M $14,400M 
State & Local 

Funds 
$130M $11,495M $779M $34M $12,438M 

Federal Funds 
Leveraged 

(avg per year) 

$197M∗ $1,201M $557M∗ $7M $1,962M 

Jobs Supported 5,200 179,000 59,000 600 243,800 
Other Benefits Not available $20,800M17 $7,449M Not available 

 
$28,249M 

                                                 
12 Current investment among road agencies is $3.2 Billion (FY 08), putting the current total across modes at $3.576 
Billion.  Doing nothing will result in a decrease in funds available for investment in highways, roads and bridges. 
13 This amount only reflects rail investment.  Trucking and air cargo are in their respective columns. No other freight funds 
were identified. 
14 Estimates of federal aid are subject to change based on decisions made by the federal government. 
15 Aviation - One job is estimated to be supported for every $60,000 spent.  This figure includes direct and indirect jobs 
from construction expenditures, but does not reflect additional jobs created by increased passenger or cargo traffic as a 
result (Adapted from economic benefits studies of Detroit Metro and Willow Run Airports).  Highway, Road, and Bridge - 
One job is estimated to be supported for every $70,500 spent. (Adapted from U of M’s Economic Benefits of MDOT’s 
2007–2011 Highway Program).  Intermodal Passenger – One job is estimated to be supported for every $32,000 invested 
in capital for transit. (Adapted from Cambridge Systematics Study, E-1).  
Intermodal Freight – With no federal funds at risk, there will be no job loss. 
16 The investment scenarios for intermodal freight were not included.  Only rail investments were identified by the CAC 
Intermodal Subcommittee.  Air and truck-cargo investment needs were included with their respective infrastructure, and 
no specific marine cargo investments were identified.  Rail infrastructure supports over 4,000 jobs in the state, however, 
there was not a comparable calculation identified to accurately identify "jobs supported" by the investment scenarios as 
was done for other modes. 
∗ Federal funds leveraged includes possible competitive federal grants that could be available.  
17 Direct benefit only. 
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Section 4: Current Efficiencies 
 
The Task Force members felt that it was important to understand the types of efficiencies, 
reforms, and best practices currently being implemented before any real discussion of 
increased investment begins. What they learned was that there are many operational 
efficiencies and reforms being implemented every day by transportation agencies across the 
state.    
 
In order to maximize the delivery of services and programs with limited revenue, 
transportation agencies – including the state, county road commissions, municipalities, local 
transit agencies, airport authorities, and others – have continually worked to be more 
efficient. Often this effort is transparent, that is the people who use the transportation 
system do not notice the budget-cutting measures being taken, because service continues 
without interruption.  
 
The following examples are just a few of the biggest, most comprehensive examples of 
reform and efficiency taking place. For a complete list of all efficiencies, reforms, and best 
practices currently being implemented across the state, click on “View Final Report” at the 
Web site of the Transportation Funding Task Force at www.michigan.gov/tf2. 
 
 
Asset Management 
 
One of the most effective reforms in Michigan has been the implementation of asset 
management programs for all modes of transportation. Asset management is a data-driven, 
decision-making approach that helps ensure the appropriate investment is made at the right 
time to preserve the life of a physical asset. 
 
Roads and Bridges: The creation of the Asset Management Council and implementation of 
asset management across road jurisdictions has been a ground-breaking effort. In order to 
provide a uniform data set, collection methods, etc., which are required to have a credible 
asset management program, extensive cooperation was required between road agencies 
and governments at all levels. Achieving this level of cooperation was historic and 
unprecedented. Never have so many road agencies, municipalities, metropolitan planning 
organizations, and MDOT worked so closely together for such an extended time to create a 
universally applicable system that is shared by all agencies with road jurisdiction in the 
state.   
 
Transit: Asset management practices are also used for passenger transportation assets. 
Some transit agencies have extensive vehicle rehabilitation programs to extend the service 
life of vehicles beyond the dates when federal funds could be used for vehicle replacement.  
In Genesee County, the mid-life rehabilitation of transit buses extended the life of the buses 
by 12 to 20 years.  This allows the transit agency to focus federal funds on other capital 
needs or operational expenses (when possible). In addition, MDOT uses asset management 
principles to allocate available federal funds for replacement of rural transit vehicles, to 
extend the life of vehicles, and to maximize the limited funding available for capital 
improvements. 
 
Airports:  MDOT developed two important tools to help manage aviation assets: the Airport 
Pavement Management System (APMS) and the Michigan Airport System Plan (MASP). The 
APMS allows MDOT to objectively quantify the condition of airport runway and taxiway 
pavements, monitor airport pavement condition, identify cost-effective maintenance and 
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repairs to extend the life of the pavement, and track performance. The MASP greatly 
increases MDOT’s efficiency in planning projects by categorizing airports in a tier-based 
prioritization system that focuses investment where it will have the most benefit. In 
combination, these tools help ensure the maximum return on dollars invested in airport 
infrastructure.  
 
 
Inter-Agency Cooperation  
 
There are many examples of transportation agencies working cooperatively with each other, 
or with the private sector, to improve service, infrastructure, or reduce costs. The 
arrangements can be formal or informal, program-wide or project-specific, large or small, 
but inevitably they stretch taxpayer dollars or improve service. Here are just a few: 
 
The Southeastern Michigan Snow and Ice Management project (SEMSIM): SEMSIM was the 
first project of its kind in the nation. The four largest local road agencies in the state, as well 
as the regional public transportation service, joined forces to introduce cutting-edge winter 
road maintenance fleet-management technology. One of the major factors that made this 
project so unique is the unprecedented inter-jurisdictional cooperation involved. The project 
greatly improved communications between the partner agencies and led to many instances 
of additional cooperation unrelated to SEMSIM. The end result is that through SEMSIM, as 
well as the additional level of inter-agency cooperation, there is now improved effectiveness 
and efficiency in the delivery of winter maintenance service and improved public safety 
across the region. The SEMSIM partner agencies are: the Road Commission for Oakland 
County, the Wayne County Department of Public Services, the Road Commission of Macomb 
County, the City of Detroit Department of Public Works, and the Southeast Michigan 
Authority for Regional Transportation (SMART). 
 
MDOT Partnering with Meijer for Carpool Lots: In October of 2008, MDOT announced an 
agreement with the Meijer chain of stores, in which Meijer will allow MDOT to use sections 
of its parking lots at six stores as additional carpool lots.  The agreement allows MDOT to 
significantly expand its carpool lot program at minimal cost to the agency. Expanding this 
program was identified as a major goal for increasing the opportunity for motorists to 
carpool, and thereby reduce the number of single occupant vehicles on the roads. Similar 
agreements could be reached with additional Meijer stores the in coming months and years. 
 
Southeast Michigan Council of Governments (SEMCOG) Traffic Volume Data Collection:  
SEMCOG maintains a public database of traffic volume counts on nearly all roads in its 
region. At least one road commission in the region that used to maintain its own such 
database now simply provides data to SEMCOG, saving the cost of maintaining a separate 
database, and making this information readily available to a much larger segment of the 
public. 
 
Pavement Management: Grand Valley Metro Council (GVMC): A cooperative pavement 
management effort is being undertaken by the GVMC that serves the counties of Allegan, 
Barry, Ionia, Kent, Montcalm, and Ottawa. The members of the GVMC, through the council, 
collectively purchased a specialized pavement management vehicle in 2006. The specially 
equipped vehicle is a new, advanced-technology tool used to gather data on pavement 
conditions. This data helps local and state officials make better decisions about road repairs 
and reconstruction. The full-sized van is equipped with state-of-the-art electronic pavement 
scanners, high-resolution still cameras, Global Positioning System (GPS) components, and 
computers. Operated by experienced transportation planners from GVMC’s Transportation 
Department, the equipment is used throughout the GVMC area to ascertain pavement 
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conditions and enable all member road agencies to better manage roads, bridges, and other 
elements of the region’s transportation network. Because of the cost of such a 
technologically advanced vehicle, none of the member counties or communities could have 
purchased the vehicle on its own. 
 
Regional Transit Services: The regionalization of transit services has resulted in greater 
cooperation within and across agency jurisdictional boundaries.  The Detroit Department of 
Transportation (DDOT) and SMART have streamlined routes and service delivery between 
them. In Kent County, Ingham County, Genesee County, and other areas, university 
services, student transportation services,  and other mobility options have been broadened. 
The City of Kalamazoo’s Metro Transit and Kalamazoo County’s Care-A-Van transit service 
initiated a merger of the two systems to provide a single provider for the entire county. The 
Bay Metropolitan Transit Authority, Saginaw Transit Authority Regional Services, City of 
Midland Dial-A-Ride, and Midland County succeeded in coordinating existing services to 
enable passengers to easily travel by public transit among the four jurisdictions.  The Straits 
Regional Ride, which began under an MDOT-funded regional demonstration project, 
successfully transitioned to transit agency status and is now a recipient of local bus 
operating formula funds, serving Cheboygan, Emmet, Otsego, and Presque Isle counties. 
 
 
Technology 
 
The benefit of technology to productivity and efficiency is undeniable and the examples are 
many. While the cost of some technology may be prohibitive to smaller agencies, larger 
agencies have been able to realize genuine savings and sustained cost-savings that more 
than justify the initial startup costs. A few examples follow: 
 
Intelligent Transportation Systems (ITS): MDOT is a national leader in ITS, a concept 
strongly supported by the FHWA as one of the best ways to make road systems more 
efficient. MDOT’s ITS system includes freeway changeable-message signs, electronic traffic 
monitors (cameras, traffic counters, etc.), “adaptive” traffic signals, and much more.  At the 
local level, the Road Commission for Oakland County (RCOC) has been a leader in 
transportation technology for nearly 20 years. Today, RCOC operates the second-largest 
system of adaptive traffic signals in the nation and the largest system of video-imaging 
vehicle detection in the world. Across the border in Macomb County, the Road Commission 
for Macomb County (RCMC) is rapidly expanding its system of adaptive traffic signals as 
well.  The FHWA and countless experts in the field, report that adaptive traffic signal 
systems, which adjust signals based on the traffic flow and volumes present at any 
moment, are one of the most cost-effective ways to increase road capacity, sometimes 
accomplishing the same goals as road widening at a fraction of the cost. 
 
Geographic Information Systems (GIS): Many larger transportation agencies have also 
utilized GIS to increase efficiency. GIS allows geographic data and digital maps to be used 
in operational analysis at the user’s computer. At RCOC, for example, the database allows 
employees to view transportation-related data, such as the road centerline, right-of-way, 
aerial photos, and topography directly from their desk. To increase productivity, a Web-
based mapping system has been deployed which allows access to the maps from any 
Internet-enabled location. This system allows staff to conduct preliminary site research at 
their desks without the need of making costly and time consuming field visits. 
 
RCOC was able to mitigate the initial startup costs of the system by partnering with the 
Oakland County Information Technology Department (OCIT), which already had vast 
infrastructure and data resources in place. An interagency agreement provides a two-way 
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data sharing agreement that lowers cost for data collection for both agencies through 
equipment sharing and technical training. Furthermore, the road commission uses OCIT 
staff to make updates to the system at a cost which is typically one-third of a private 
consultant. Further agency cooperation takes place between the road commission’s 
Department of Permits and Environmental Concerns and the Oakland County Drain 
Commission. The two departments cooperate in locating and mapping drainage outfalls 
throughout the county. 
 
Global Positioning Systems (GPS): An increasing number of Michigan road agencies are 
turning to GPS to enhance operational efficiency. In some cases, GPS is used to track 
agency vehicles. In other cases, agencies have required some companies they contract with 
to equip their vehicles with GPS so the agencies can better monitor the work of the 
contractors. In both cases, this technological advancement is providing road agencies with 
significantly enhanced information that allows them to better manage their resources. 
 
Transit Technology: There are a variety of new technologies available to improve the 
efficiency of passenger transportation systems. Some transit agencies have implemented 
computerized dispatching systems to improve efficiencies in dispatching demand response 
vehicles. The Flint Mass Transportation Authority improved transit services through the use 
of Automatic Vehicle Locator Systems, Interactive Voice Response system, and Mobile Data 
Terminals.  The Ann Arbor Transportation Authority has implemented real-time vehicle 
location information system called RideTrak via the internet and cell phones. The Rapid’s 
ITS system will improve operational efficiency through real-time vehicle tracking, signal pre-
emption, and automatic passenger counting.  In addition, the Rapid’s ITS system will also 
improve customer satisfaction by producing more accurate timetables and automatic stop 
announcements based on GPS technology. Many transit agencies also offer or are 
experimenting with new innovative fare cards.  Providing passengers an attractive option for 
prepaying their bus fare allows for faster boarding times and decreases the effort of 
managing cash and change at the end of the day.  SMART is experimenting with 
rechargeable, contract-free, smart-card that allow for even faster boarding and more 
convenient monthly payment options. 
 
Traffic Signals: Another example in which road agencies are working together to eliminate 
redundancy and create efficiencies is in the area of traffic signal management.  Traffic 
signals require the highly specialized skills of engineers and electricians to ensure they 
operate optimally and correctly, and that repairs are made properly and in a timely manner. 
Because there are often state, county, and city or village signals in close proximity, in some 
cases it would be redundant for each of these agencies to have specialized staff and 
equipment dedicated to maintaining them. When jurisdictions cooperate with each other to 
maintain traffic signals, great economies of scale are achieved by allowing all the signal 
maintenance expertise and highly specialized equipment to reside with a single agency. For 
example, the City of Grand Rapids maintains city traffic signals, all MDOT and Kent County 
Road Commission signals in the county, and some county and state signals in Ottawa 
County. In Oakland County, the RCOC maintains its own signals, all MDOT signals in the 
county, and most of the signals owned by cities and villages located within the county. In 
Eaton County, the county road commission contracts with the local electrical company, 
which already has the equipment required to maintain traffic signals.  
 
 
 
 
 
Performance Measurement 
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All transportation agencies measure their performance in a variety of ways, from keeping 
safety statistics, assessing pavement or bridge condition, to evaluating on-time 
performance. 
 
Since 1998, the Interurban Transit Partnership (The Rapid – Grand Rapids Metro Area) has 
been tracking system productivity by route in terms of farebox recovery, passengers per 
mile, passengers per hour, as well as average daily ridership.  In 2002, fixed standards 
were established and approved by The Rapid’s Board of Directors.  Route performance is a 
key element in service decisions; the Board has used these reports to eliminate 
unproductive service and reassign the resources to areas with more demand.   
 
The Rapid produces monthly ridership reports, and publishes a quarterly report card on their 
Web site that lists several key system statistics and assigns a green, yellow, or red light 
based on performance.  Their performance, and the measurement process they use, is 
highly transparent to the public they serve. 
 
All Michigan transit agencies submit data to MDOT that allows each agency (and their board 
and local residents) to review their performance over time and to review their performance 
in comparison to other Michigan transit agencies.  For urban transit systems, similar data is 
submitted to the federal government, such that Michigan transit agencies can compare 
themselves to peers around the country.  The tools are readily available to local boards and 
local voters to establish appropriate performance standards for their transit systems and 
hold them accountable for their performance. 
 
 
Purchasing Consortiums 
 
One way agencies have worked to become more efficient is by forming purchasing 
consortiums to achieve economies of scale to receive reduced or volume pricing.  
 
Michigan Delivering Extended Agreements Locally (MiDEAL): This partnership allows local 
units of government to benefit from the state's negotiating and purchasing power by 
permitting them to purchase through the state's contracts on the same terms and 
conditions and at the same prices as state government. Local governments benefit not only 
from the reduced costs of goods and services, but also from indirect savings related to 
writing specifications, researching industries, processing invitations to bid, recruiting a 
diverse pool of potential suppliers, and awarding contracts.  

 
MiDEAL was authorized by the Michigan legislature and has been in existence since 1975.  
Membership is extended to any city, village, county, township, school district, intermediate 
school district, nonprofit hospital, institution of higher learning, and community or junior 
college in the state. Some of the most frequently used contracts include office supplies, 
janitorial products, carpet, pharmaceuticals, disposable paper, lawn and garden equipment, 
cell phone equipment and service, fuel oil, gasoline, tires, vehicles, hardware, tools, 
computers, furniture, and road salt.  County road commissions, transit agencies, and 
governmentally-owned airports have all taken advantage of the savings offered through 
MiDEAL. 
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Alternative Energy Technologies 
 
Many transportation agencies at all levels have recognized the benefit of going “green” by 
purchasing equipment or vehicles that reduce energy use and, in the long run, save money.  
 
The Rapid Central Station, the main transfer center for the system, was the first LEED-
certified transit facility in the nation.  It uses a number of environmentally-friendly 
technologies, including a storm water management system, a “green” roof, low-VOC paints, 
adhesives, and recycled building materials.  The Rapid currently has five hybrid electric 
buses in their fleet, with plans to purchase more for use on the bus rapid transit system.  
The Rapid conducts an energy audit that identifies several changes that could provide big 
returns, such as installing LED bulbs, motion sensor-controlled lighting, or reducing air 
leaks. 
 
The Suburban Mobility Authority for Regional Transportation (SMART) implemented the 
“Bike on Buses” Program with approximately 100,000 bike rides per year to encourage 
alternative commuting opportunities in heavily congested southeast Michigan. 
 
The Mass Transit Authority in Flint, in cooperation with Kettering University and Michigan 
State University, has been heavily involved in researching future public transportation 
energy sources, such as hydrogen fuel cell technology.   
 
Many local transit authorities have purchased alternative fuel and hybrid electric buses 
resulting in lower fuel costs, higher vehicle fuel efficiency, and reductions in vehicle 
emissions. The Capital Area Transportation Authority was the first transit system in the 
state to add 40 foot diesel electric hybrid buses to their fleet. The Ann Arbor Transportation 
Authority now operates 20 hybrid-electric buses with seven additional buses on order, a 
higher percentage of their fleet than any urban operator in the nation. The Mass 
Transportation Authority in Flint has converted several buses in their fleet to hybrid buses to 
save on fuel costs and reduce harmful greenhouse emissions. The Bay Area Transportation 
Authority in Traverse City plans on purchasing ten electric hybrid buses in 2008 and 
construct an electric charging station powered by wind turbines. The new hybrid buses are 
30 to 40 percent more fuel efficient than the older buses scheduled to be replaced. 
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Section 5: Recommended Efficiencies 
 
Based on information from the CAC, local transportation agencies, transportation 
organizations, public testimony obtained from the various statewide meetings, and their 
own discussions, the Task Force collected a diverse and creative set of efficiency, reform, 
and best practice options to review. Highlighted here are those options deemed to have the 
highest potential to stretch existing transportation revenue.   
  
A complete list of the efficiencies, reforms, and best practices provided to the Task Force is 
available by clicking “View Final Report” at www.michigan.gov/tf2. 
 
 
Administrative Efficiencies and Reforms 

 
Continue to review bonding and bond refinancing policies for possible savings. 
The sale of bonds to accelerate infrastructure construction can be an effective tool to 
accomplish much-needed infrastructure updates.  Large bridges, such as the Mackinac, Blue 
Water, and International, were all funded with bonds repaid by toll-revenue streams.  
  
In the 1990s, MDOT’s bond debt load hovered between $630 million and $680 million. Since 
2001, MDOT has sold several bond issues backed by future state revenue and federal funds, 
pushing today's debt load above $2 billion.    
  
A debt load of this size requires active management, and MDOT closely monitors the bond 
market, identifying and refunding those bonds where interest savings are possible. Since 
2004, MDOT has completed four bond refundings, saving nearly $20 million in 
transportation funds which can then be redirected to projects rather than debt service.  

 
Reclassify MTF Funds as “trust funds.”  
Although the MTF is constitutionally dedicated to transportation, the fund is not currently 
considered a trust fund by the Michigan Department of Treasury. Reclassifying the MTF as a 
trust fund will allow MTF balances to earn a slightly higher rate of interest, which will 
generate additional revenue for transportation investment. 
 
Grant audit authority over road commissions and municipalities to ensure 
compliance with Public Act 51 of 1951.  
P.A. 51 of 1951 and P.A. 275 of 2008 authorize the Department of Treasury to conduct 
financial and performance audits of local road commissions and municipalities too ensure 
state funds received by these entities are expended in compliance with state law.  In 
addition, MDOT audits select local transportation programs and services supported with 
state revenues to ensure compliance with relevant state and federal requirements. The 
proposed efficiency would expand audit authority to allow additional oversight 
responsibilities by the appropriate agencies. The benefit of this efficiency is it allows the 
expertise of each state agency to be used to address problem areas that may not be under 
the purview of the state treasurer. 
 
Review reporting requirements to eliminate redundancy.   
Federal and state law often includes reporting requirements for local, state, or federal 
transportation agencies. Reporting requirements may also be included in annual legislation 
for MDOT’s budget. The collection, incorporation, and dissemination of this information to 
the various state, local, and federal entities uses limited administrative resources that could 



 

 Section 5: Recommended Efficiencies - Page 40 
Transportation Funding Task Force Report 

better be used to improve program services or increase grant allocations. By eliminating 
redundant reporting requirements, more funding could be reallocated to transportation 
programs and services, which directly benefit businesses and the traveling public.  
 
Within the passenger transportation area, for example, there are similarities in the state 
and federal reporting requirements, and every effort is made to avoid duplication. But 
federal reporting regulations for transit agencies appear to be increasing.  When new federal 
requirements are put in place that require MDOT to seek reports from transit agencies, if 
MDOT already has state reporting requirements in place, every effort should be made to 
capture the state and federal information in one form to reduce the burden placed on these 
reporting agencies. 
 
Post all expenditures online for all to see.   
The posting of all expenditures online ensures transparency and holds the transportation 
agencies accountable for how public funds are spent.  This option would allow taxpayers to 
monitor the cost of transportation services and construction costs in a user-friendly format. 
It would provide citizens with an oversight tool, helping to instill public trust, and improve 
cooperation. The benefits of this option include improving program oversight, encouraging 
public participation, ensuring transparency on how transportation funds are allocated and 
expended, reducing Freedom of Information Act (FOIA) requests; and reducing the related 
administrative costs.  

 
 

Organizational Efficiencies and Reforms 
 
Create corridor authorities to enhance a particular corridor.   
Corridor authorities focus resources in a particular economic development corridor that may 
cross multiple jurisdictions.  This allows the corridor authority to identify funding sources 
available to  improve the corridor, such as Tax Increment Financing Authorities (TIFAs) and 
other local-option sources that may be enabled. A corridor authority has the ability to 
facilitate regionalism, expedite construction, improve regional mobility, and foster economic 
development in high-density corridors. 
 
Encourage regionalism.   
There are many examples of regional transportation programs and projects currently being 
implemented in Michigan, too many for the scope of this report. The benefits provided by a 
more regional approach are many.  Regionalism encourages more efficient service, 
innovation, better infrastructure maintenance, better use of resources, reduced congestion, 
and reduced overhead and administrative costs. 
 
As an example of this, MDOT staff works with transit agencies to encourage cooperation and 
regional coordination.  However, the role of the state in encouraging regional transit 
services is fairly limited.  
 
Under current state law (P.A. 432 of 1982 and P.A. 271 of 1990), transit agencies are 
required to have interlocal agreements in place to operate outside of their service area.  If 
they do not have these agreements in place, their services are subject to regulations that 
govern private, for-profit carriers. The primary obstacles to interlocal agreements are likely 
to be the pressure local transit agencies feel to provide services within the service area 
defined by a local millage or the cost of providing the level and frequency of service that are 
needed to make cross-county transit services effective. 
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Regionalism is an issue often raised in Southeast Michigan. Prior efforts to establish a 
regional transit authority in this area have failed. Currently, the Regional Transportation 
Coordinating Council (created under P.A. 204 of 1967) is developing a comprehensive 
regional service plan, including recommendations for enhanced coordination between DDOT 
and SMART. There is belief among many that effective regional transit in Southeast 
Michigan is dependent on state law to create a regional authority, with limited opt-out 
capabilities and regional taxation capacity. 
 
Any additional state law or program that encourages regionalism should focus on both local 
transit and intercity passenger services – bus and rail.  Coordination among the modes is a 
critical factor in regionalism.  Also, within the intercity passenger services, coordination 
among states is very important.   
 
Regional service could be fostered by providing ongoing financial support for regional 
mobility managers. Cooperation by transit agencies in a region could be assured by 
requiring a regional coordination plan, including a plan for a regional mobility manager, as a 
condition for receiving state formula operating assistance. Additional state funds would be 
needed to support the planning and coordination process.  
 
Expand use of value engineering on all projects.  
Value engineering comes in two different forms.  The first form entails a contractor 
recommending a design plan modification that will result in reduced construction costs.  The 
second form is encompassed in a federal requirement that when a road agency receives at 
least $25 million in federal project funding, the design plan must be reviewed by an outside 
design expert to ensure that the most cost-effective design is being used.  This 
recommendation would require value engineering to be expanded to more projects.  The 
benefits of this efficiency include better roads, reduced congestion, reduced vehicle 
maintenance costs, and construction costs savings that could be redirected to other 
priorities. 
 
Expand the Asset Management Program to include all public roads, pavement, 
ancillary elements, and utility location.   
Michigan’s highly successful Asset Management Program is a data-driven, decision-making 
process that helps road agencies identify the investment needed to maximize the service life 
of road and bridge infrastructure. The program is currently applied (through the Asset 
Management Council and works closely with MDOT and local road agencies) only to the 
30,000 or so miles of federal-aid eligible highways and bridges, and focuses primarily on 
pavement and bridge condition. Expanding the Asset Management Program to include 
ancillary elements such as drainage, lighting, and other features will extend the benefits of 
this program to other aspects of the roadway that are important to safety and to pavement 
condition. Expanding the program to all roads will have similar benefits. This effort will 
require time and much additional data will need to be gathered before it can be fully 
implemented, but the potential exists through this program to ensure the very best use of 
invested funds.  
 
Expand authority of the State Transportation Commission to require management 
standards, benchmarks, reports, and accountability for all recipients of state 
transportation funding as a condition of that funding.  
The powers and authority of the State Transportation Commission (Commission) is 
conferred by Article V, Section 28 of the Michigan Constitution of 1963 and P.A. 286 of 
1964.  The Constitution requires the Commission to establish policies for MDOT programs, 
facilities, and other public works.  The director of MDOT executes the policies outlined by 
the Commission.  In addition, P.A. 286 authorizes the Commission to award contracts for 
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the construction, improvement, and maintenance of highways and related transportation 
facilities.   

 
Expanding the policy-making authority of the Commission to include programmatic 
oversight and accountability standards for programs and services that receive funding from 
transportation revenues would require the Commission to take a more active role on how 
transportation revenues are being expended and hold receiving agencies more accountable 
for program outcomes and outputs, thereby ensuring greater programmatic efficiency and 
oversight.   
 
Any expansion of the Commission’s role should not replace or duplicate the critical role 
played by local transportation officials. The state’s role should be limited to ensuring local 
systems have locally established management standards and methods in place to ensure 
accountability to travelers and taxpayers.    
 
Establish performance standards for all agency operations, and use of 
performance factors in funding allocations.   
The current funding allocation structure for various transportation agencies is based on 
distribution formulas in state law.  While the Task Force recognizes that most agencies work 
diligently to make the best use of funds and provide the best service possible for the 
money, improvement is always possible and should be encouraged. Adding performance 
benchmarks as criteria for deciding the level of funding provided to each agency would 
standardize procedures, encourage innovation, improve performance, hold agencies 
accountable for poor performance, and identify areas where improvement or training are 
needed. 
 
Michigan transit agencies, for example, submit data to MDOT that allows each agency, along 
with their local board and residents, to review their performance over time in comparison to 
other Michigan transit agencies.  For urban transit systems, similar data is submitted to the 
federal government so that Michigan transit agencies can compare themselves to peers 
around the country. The tools are readily available to local boards and local voters to 
establish appropriate performance standards for their transit systems and hold them 
accountable for their performance.  
 
Share human resources among agencies through strategic workforce planning and 
cross training.  
Each transportation agency performs their own human resource and strategic workforce 
planning functions.  Sharing these functions across agencies will help eliminate duplication 
of effort and create savings through economies of scale.  The benefits of this approach 
would include greater employee productivity and understanding, reduced overhead and 
administrative costs, along with greater innovation and regionalism. 
 
Re-establish state offices overseas.  
In the past, Michigan had offices overseas designed to attract new businesses to the state 
from those countries. These overseas offices also assisted Michigan companies in the 
delivery of goods and services to foreign buyers.  Without these offices, smaller Michigan 
companies have a more difficult time competing in a global marketplace. Re-establishing 
state government offices overseas would help improve economic relationships in those 
countries, improve the flow of exported Michigan goods, encourage foreign investment in 
Michigan businesses, invite economic development and increase state revenues. At a time 
when it is clear that the marketplace for Michigan products and services is truly a global 
one, Michigan cannot afford not to do everything possible to facilitate international business 
relationships. 
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Streamline wetland mitigation on state and local right-of-way.  
It is a requirement of state and federal law that transportation agencies replace wetlands 
impacted by highway construction. New wetlands are created to replace those that are 
taken at a rate of 1.5 to 2 acres for every acre of wetland destroyed. The Task Force is 
concerned that the definition of wetland may be applied too stringently and that the cost of 
mitigation prevents local road agencies from going forward with needed road improvements. 
Data is not available for the cost of wetland mitigation at the county level, but MDOT spent 
$2.4 million for wetlands mitigation for state road and bridge construction projects from 
2006 to 2008. MDOT was able to achieve considerable cost savings through its Wetlands 
Banking program, which enables the department to create and “bank” wetlands for future 
mitigation at about one quarter the cost of a project specific wetland creation. If local road 
commissions were able to purchase wetlands from the state’s banking program, significant 
savings in time and resources could be realized.   

 
Reinstate the Airport Service Program, All Weather Airport Access Program, 
Pavement Marking and Crack Sealing Program, and Airport Rescue and Training 
Program.   
The main purpose of the Airport Service Program is to recruit and retain airline services at 
Michigan’s air carrier airports.  The All Weather Airport Access Program funds unmanned 
automated weather observation stations that provide real-time weather conditions to pilots 
and air traffic controllers.  The Pavement Marking and Crack Sealing Program has a safety 
component (runway marking) and preventive maintenance component (pavement 
preservation through early preventive maintenance treatments).  The Airport Rescue and 
Fire Fighting Training Program provides realistic firefighting training to local rescue 
personnel at their “home” airport using a mobile, live, fire trainer aircraft.  Currently, these 
programs are not funded or are funded at reduced levels, due to a lack of revenue.  
Reinstating them will require additional investment, but doing so will provide valuable 
benefits in the form of expanded air service, improved safety, reduced maintenance costs, 
and increased mobility and connectivity options for businesses and citizens. 

 
 

Funding Efficiencies and Reforms 
 
Ensure state match funds for all federal capital allocations.  
Throughout its deliberations, the Task Force stressed the need to provide sufficient state 
revenue to capture all available federal aid. Some transit capital projects are already going 
unmatched and MDOT projects that by 2010 there will not be enough state revenue to fully 
match funds for highway, road and bridge programs. If Michigan transportation agencies are 
unable to match federal aid, millions of dollars, and thousands of Michigan jobs, will be lost.  
 
Provide incentives for implementation of new efficiencies by creating a grant 
program or funding source to match start-up costs.   
The public comment offered by many local transportation officials noted that they strive to 
be as efficient with their funds as possible, and could be more efficient if they had some 
additional money for items such as the purchase of emerging technology. Providing 
incentive funding as proposed by this recommendation would allow transportation agencies 
to implement efficiencies to improve service or reduce administrative costs. The additional 
funding would motivate agencies to cooperate and share best practices, while achieving 
significant savings upon implementation that could be redirected to other priority programs 
and services. In creating these new programs, however, there should be a focus on 
ensuring they can remain in place after the start-up funds have been exhausted.  
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Eliminate diversion of transportation funds away from transportation use.  
In the past, state government decision makers have redirected General Funds allocated to 
the CTF and the TEDF for non-transportation purposes. Since 1991, over $137 million has 
been redirected from the CTF, which has significantly impacted local transit services, 
programs, and funding available for state match for capital projects.   

 
Similarly, state restricted funding that could be used for road and bridge projects has been 
allocated to the Departments of State and Treasury for costs associated with the collection 
of vehicle registrations and motor fuel taxes.  In FY 2008, over $27 million was appropriated 
directly from the MTF to these agencies.  In total, over $108 million in service fees from 
look-up fees, certificates, vehicle registration fees, and title fees are projected to be 
deposited into the Transportation Administration Collection Fund to cover administrative 
costs for these services. Redirecting this funding back to the MTF would increase funding for 
state and local road and bridge construction. Making an explicit appropriation to cover the 
cost of revenue collection would create an incentive to simplify and reduce the cost of these 
operations. 
 
In addition to the crediting of funds to the Transportation Administration Collection Fund, 
vehicle registration revenues have begun to be appropriated to the Transportation Safety 
and Law Enforcement Fund, for use by the Department of State Police.  These fees should 
be recovered for transportation use. 

 
According to the most recent Auditor General report for the Use of Transportation-Related 
Funding (September 2008), the audit disclosed a reportable condition for the Department of 
Treasury, “The Department of Treasury did not allocate expenditures to the Michigan 
Transportation Fund and State Aeronautics Fund based on the level of activity necessary to 
administer and enforce the Motor Fuel Tax Act.”  Essentially, this finding indicates that the 
payments made to reimburse the Department of Treasury for motor fuel collections costs 
are not based on established cost allocation methodologies and it is unclear whether these 
payments accurately reflect actual collection costs. This finding suggests that further 
efficiencies could be achieved in the Department of Treasury’s cost allocation plan 
methodology to reduce the amount of transportation revenue diverted from transportation 
programs and services.  

 
Provide incentives for performance through block grants to local transit agencies.   
The current allocation methodology for local transit agency operational costs does not 
include incentives to maximize services at minimal cost.  Each local transit agency is 
allocated a fixed percentage regardless of how efficiently services are being delivered. This 
proposal would allocate additional funding to local transit agencies to encourage better 
performance. It would be designed to encourage actions that improve transit services or 
provide significant administrative or overhead savings.  Although such a program would 
require additional funding, benefits would be returned through the delivery of more efficient 
services, sharing of innovative strategies among agencies, expansion of transit services, 
and policy changes that encourage and foster a mindset of continuous improvement. 
 
Allocate a minimum of 95% of state and federal funds to Tier 1 and Tier 2 airports. 
The Michigan Aviation System Plan designates 95 of the 235 general aviation airports as 
Tier 1 or Tier 2 airports. These represent the most economically beneficial airports in 
Michigan and they provide the majority of services for tourism, businesses, recreation, and 
population centers, as well as service to isolated areas of the state. Ensuring that 95 
percent of state funding goes to high economic value airports would prioritize limited 
funding available for airports, while generating significant economic benefits.  
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Allocate new or additional road funding based on vehicle miles traveled.   
Public Act 51 of 1951, as amended, currently governs the distribution of funds to 
transportation agencies. In the section of the Act 51 formula that distributes the county 
share among the 83 county road commissions, two thirds of the present formula is 
governed by population and vehicle-registration values, and about one-third by road 
mileage. The formula is not sensitive to lane-miles (road width) nor to the cost of acquiring 
right-of-way for road widenings. Only 6.67 percent of the formula depends on the mileage 
of high-cost, high-volume urban and suburban "primary" roads. The formula disadvantages 
counties that have urbanized since it was adopted. One way of correcting this would be to 
make the formula sensitive to the number of vehicle-miles traveled on each road. At 
present, data do not exist to do this and it would take several years and extensive 
expansion of data-collection efforts to make the data available.  

 
 

Other Recommended Efficiencies 
 
A number of other efficiencies were discussed by the Task Force including:  

 
• Implement “best practices” from around the country 
• Expand the Construction Quality Partnership 
• Amend P.A. 51 of 1951 to allow the formation of regional road agencies 
• Maintain a strong public role in transit, particularly at the local level 
• Adopt policies, programs, and funding incentives that increase the role of 

transportation officials as “mobility managers” 
• Improve intermodal terminal coordination 
• Stabilize funding for transit services to ensure long-term planning and extend Article 

IX/Public Act 51 of 1951 transportation funding protections to all CTF revenues to 
preclude future transfers to the General Fund 

• Strengthen the role of Metropolitan Planning Organizations to enforce multi-modal 
“priority route” funding decisions 

• Provide efficiency studies, expertise and direction to local agencies  
• All agencies should provide an annual staffing level justification 
 

A complete list of all the efficiencies, reforms, and best practices provided to the Task Force 
is available by clicking “View Final Report” at www.michigan.gov/tf2. 
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Figure 16:  Preliminary Recommendations – Efficiencies and Reforms 
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Section 6:  General Recommendations 
 
While the Task Force was charged with identifying and recommending alternatives to fund 
transportation in Michigan, as members learned more about the issues, several important 
truths became clear to the group. These general recommendations are included to help 
make the case for a new philosophy of transportation investment that will support the 
economy and sustain Michigan’s quality of life. 
 
Michigan’s transportation investment needs are of such importance that doing 
nothing to address them is clearly not an option.  
Michigan’s transportation needs are huge, and growing each day that action is not taken to 
address them. Without additional transportation investment, Michigan can expect a 
substantial decline in the state’s transportation system, particularly in the condition of the 
infrastructure, but also in the frequency and safety of service across all modes and all 
jurisdictions. Without additional state and local investment, Michigan stands to lose up to $1 
billion in federal funds across the modes and more than 17,000 jobs. Michigan cannot afford 
not to increase investment in its transportation system, and promptly. 

 
Michigan needs a multi-year approach to transportation investment that enables 
the state to achieve a “good” investment level in the short-term, while continuing 
to strive for a “better” investment level in the future as the economy improves. 
The Task Force analyzed the impact of additional investment according to two different 
scenarios. The more conservative of the two, described as a “good” level of investment, is 
still a significant increase of $3.6 billion over current investment levels. The higher 
investment level, described as “better,” represents a stretch goal financially, but would help 
Michigan regain its past status as a national and world leader in transportation and - more 
importantly - a national and world leader economically.  

 
At a minimum, a “good” level of investment is required if Michigan is to preserve its 
transportation infrastructure and service, and to sustain economic growth. A “good” 
investment in transportation will jump start Michigan’s stalled economy, leveraging an 
expected $1.6 billion in federal funds, and creating or retaining 126,000 jobs per year.  
 
As the state economy grows, transportation investment should continue to grow with it. 
Investing in a reliable transportation system now can help make Michigan more globally 
competitive and can make it possible to achieve a better level of investment in the future. 
 
Recognize that fuel taxes are no longer generating sufficient revenue to meet 
transportation needs. 
Many forces are currently eroding the revenue from motor fuel taxes. The increase in the 
price of gasoline, increasing numbers of fuel efficient vehicles, concern about global climate 
change, and changing demographics are all working together to reduce the amount of 
automobile travel and the amount of fuel consumed. As a result, transportation revenues 
are falling at a time when demand for additional and alternative transportation service is at 
an all time high. While the gas tax is likely to remain a viable funding source in the short 
term, it may not remain a viable funding source in the long-term. Alternatives to the gas tax 
may then be necessary if Michigan hopes to maintain and improve its infrastructure.  
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Recognize that transportation provides economic benefit that merits investment 
beyond the revenue generated by user fees. 
Transportation shapes our society. Every item that is made, sold, or purchased is 
transported by one mode or another. Every man, woman, or child who goes to school, to 
work, or to the store uses the transportation system to get there, even if it means walking. 
The impact of transportation is so pervasive it can be easy to overlook its importance. 
Because of the importance of transportation to the overall economy, circumstances may 
arise which warrant investment of funds from outside the user fee revenue stream. Future 
transportation funding strategies will need to recognize that a highly-functioning 
transportation system benefits every segment of society and should be funded accordingly.  
 
As a partner in a federal-state-local effort to ensure adequate transportation and 
service, Michigan must increase state transportation investment in order to 
encourage and access more federal investment. 
After nearly two years of public hearings and research, the National Surface Transportation 
Policy and Revenue Study Commission, a federal commission created by Congress, 
recommended that the federal government essentially double the investment in 
transportation infrastructure and service.   

 
The law authorizing federal surface transportation funding, SAFETEA-LU, is up for 
reauthorization in 2009. It might be tempting simply to wait for federal action to increase 
transportation revenue, but the Task Force surmised in its deliberations that there is no “pot 
of gold” waiting for Michigan’s transportation system in Washington, D.C. In order to 
encourage federal officials to increase federal transportation investment, the state must 
lead by example. Increasing state revenue for transportation allows Michigan officials to 
make a stronger case for additional investment by the federal government during the 
reauthorization debate. 
 
Even if more federal funding were available, Michigan today would be unable to take 
advantage of it, for lack of matching funds. Many have suggested a revenue increase at the 
federal level is necessary, and Michigan needs to be positioned to access that additional 
revenue, should it become available. Increasing state and local revenue for transportation 
will make it possible for Michigan to access increased federal revenue, should it become 
available. 
 
All state transportation funds should be ensured the same protection as the 
constitutional guarantee provided for the Michigan Transportation Fund (MTF). 
Article IX, Section 9 of the Michigan Constitution states that transportation taxes and user 
fees “be used exclusively for transportation purposes.” Not all aspects of transportation are 
funded with user fees that feature this constitutional protection. Michigan’s economic and 
budget problems have prompted the Legislature in recent years to redirect unprotected 
transportation revenue from the TEDF and the CTF to the state General Fund. The 
redirection of CTF funds took $68 million away from investment in public transportation 
between 2002 and 2008. Steps should be taken to ensure that the TEDF and CTF enjoy the 
same protection as the MTF, and to ensure that the MTF is treated as a genuine trust fund. 
 
Increased revenue should carry with it an expectation of increased efficiency. 
Transportation agencies must be prepared to examine how they do business and enact 
reforms that will save money. Many agencies have already taken innovative and cost-
effective steps to improve efficiency or enhance the services they provide, but the trend 
must continue, particularly as more revenue becomes available for investment. 
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Create incentives that encourage consolidation, coordination, or regionalization of 
transportation providers. 
The responsibility for investment in Michigan’s transportation network is distributed to a  
wide variety of governmental and quasi-government agencies, including MDOT, 83 county 
road commissions, 535 cities and villages, 79 transit authorities, 40 specialized services 
agencies, 14 airport authorities, as well as county-run and private airports, bridge 
authorities, port authorities, and others. There is inherent inefficiency in a system with so 
many decision-making bodies, and the Task Force recommends that incentives be devised 
to encourage consolidation, coordination, and regionalization of transportation service and 
infrastructure provision. 
   
Change public policy that prohibits progress. 
The core of public policy is balancing the protection of public interests against 
the preservation of private rights, with common sense as the fulcrum. If the two ends are 
out of balance, moving the fulcrum can achieve the same result as adding to either end. 
Examining and changing public policy that impedes, rather than facilitates, progress is one 
way to move the fulcrum.  
 
Over time, statewide policies that impact the work of transportation agencies have evolved 
to address a wide range of issues well beyond the core functions of these agencies. Using 
the resources of transportation agencies to pursue policy goals outside of transportation can 
increase costs for transportation agencies, or compromise the condition of the infrastructure 
or provision of service.  
 
An example of this came in the wake of the collapse of the I-35W bridge in Minneapolis. 
MDOT worked with the FHWA to revise restrictions on the type of bridge work eligible for 
federal bridge funds. A solution was struck that met the outcome objectives of the FHWA, 
but allowed MDOT flexibility to pursue the most cost-effective bridge treatments. 
 
The Task Force recommends that a thorough review of all policies impacting transportation 
agencies be undertaken and that serious consideration be given to revising or eliminating 
process requirements imposed on transportation agencies that are aimed at pursing 
objectives unrelated to transportation.  
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Section 7:  Aviation Funding Alternatives 
 
Because aviation funds are collected and distributed separately from funds for the surface 
transportation modes, the Task Force considered these funding alternatives separately from 
the rest. A combination of alternatives would be required to achieve a “good” level of 
investment. 

 
 

ALTERNATIVE: Increase the aviation fuel tax. 
The current aviation fuel tax rate is three cents per gallon on all fuel sold or used in 
producing or generating power for propelling aircraft on aeronautical facilities on Michigan 
lands and waters. A refund of one and one-half cents per gallon is made to commercial 
airline operators that are operating interstate on scheduled operations. 
 
Each one cent increase in the aviation fuel tax would yield $3.6 million. Increasing the 
aviation fuel tax by three cents per gallon would generate an additional $10.8 million to the 
State Aviation Fund (SAF). Such an increase could be implemented incrementally.  
 
Increasing the aviation fuel tax requires an amendment to the Aeronautics Code of the 
State of Michigan (specifically, MCL 259.203). 
 
 
ALTERNATIVE: Increase aircraft registration fees. 
All aircraft tied down, moored, hangared, or based within Michigan are required to be 
registered annually. This registration requirement does not apply to aircraft engaged in 
scheduled passenger service flying in interstate or foreign commerce.  The current aircraft 
registration fee is one penny per pound of maximum gross weight or maximum takeoff 
weight. The average airplane registration fee is currently $39, but the actual fee varies 
significantly with the weight of the plane being registered.  
 
The aircraft registration fee generates approximately $287,000 per year. Taken in context 
with the large need for additional aviation investment, this is not a lot of revenue. But in the 
spirit of the conviction of the Task Force that all transportation users should pay their fair 
share, it is recommended that the aircraft registration fee be increased, either as a flat rate 
or as an ad valorem rate that would bring the average fee for airplane registration in line 
with the average fee for automobile registration.  
 
Increasing or changing the basis of the aircraft registration fee requires an amendment to 
Aeronautics Code of the State of Michigan (MCL 259.77). 
 
 
ALTERNATIVE: Abolish the commercial airline refund. 
A refund of one and one-half cents per gallon of the three cents per gallon aviation fuel tax 
is made to commercial airline operators that are operating interstate on scheduled 
operations. Eliminating the airline refund would generate $3.1 million in additional revenue 
to the SAF. 
 
Eliminating the airline refund requires an amendment to the Aeronautics Code of the State 
of Michigan (specifically, MCL 259.203). 
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ALTERNATIVE: Work with Congress to increase the aviation block grant to 
Michigan. 
As one of only 10 states that participate in the federal block grant program, 
Michigan benefits by having direct control of decision-making for airport development 
projects. MDOT, using the prioritization system established in its Michigan Airport System 
Plan, and working closely with airport authorities, determines priority for distribution of 
federal and state airport funding throughout the state.  
 
The state also benefits from the interest received while holding the federal block grant 
disbursement prior to making payments for airport projects.  In FY 2005, MDOT received 
over $800,000 in interest. 
 
ALTERNATIVE: Redirect the state sales tax on aviation fuel and products - or an 
equivalent amount from unallocated sales tax revenue - to aviation purposes. 
State sales tax at the rate of six percent of the retail price is currently levied on sales of 
aviation fuel and other aviation related products (aircraft, parts, etc.). The vast majority of 
the revenue generated from the sales tax is either constitutionally or statutorily dedicated to 
the School Aid Fund or the revenue sharing for local units of government.  
 
Sales tax collected on aviation fuel averaged about $85 million per year between 2000 and 
2007. The portion of this revenue not constitutionally allocated would be 25 percent of the 
sales tax levied at the rate of four percent, about $14.1 million per year. Sales tax collected 
on other aviation related sales was $4.5 million, as reported by the Michigan Department of 
Treasury. The portion of this revenue not constitutionally allocated is $750,000.  
  
Redirecting the portion of the sales tax that is not constitutionally restricted would require 
an amendment to the General Sales Tax Act (MCL 205.75). Redirecting the entire amount of 
sales tax collected on aviation products would require an amendment to the State’s 
Constitution and accompanying statutory changes. Making a specific allocation to aviation 
from unallocated sales tax revenue roughly equal to the amount generated by aviation 
related sales could be done through an amendment to the Sales Tax Act. 
 
 
ALTERNATIVE: Convert the cents-per-gallon aviation fuel tax to a percent of sales 
price. Aviation fuel is currently taxed at a flat cents per gallon rate that does not adjust 
with inflation or with the sometimes more rapidly increasing price of gasoline. Converting 
the tax to a percent of sales price would allow it to adjust with changing fuel prices. 
Accomplishing this would require amendment to the Aeronautics Code of the State of 
Michigan (specifically, MCL 259.203). 
 
 
ALTERNATIVE: Work with Congress to make reliever and super-reliever airports 
eligible for the same federal funding as primary airports. 
Funding for “Reliever" and "Super Reliever" airports, which handle excess general aviation 
traffic in busy metropolitan areas, is essential to maintain the efficiency of the national air 
transportation system. These airports relieve a substantial amount of air traffic from hub 
airports, thereby reducing delays, increasing regional capacity, reducing Air Traffic 
Controller workload, and increasing air traffic control efficiency. Under the current Federal 
Airline Administration (FAA) authorization (and continuing resolution) there is no specific 
funding designated for Reliever or Super Reliever airports, although they do receive the 
standard General Aviation Entitlement funding. Congress could make this change as part of 
the next FAA authorization, and include specific funding for these airports as a way to help 
reduce congestion at larger air carrier airports. 
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Section 8:  Surface Transportation Funding Alternatives 
 
Funding for all surface transportation modes, including highways, roads, bridges, transit, 
passenger rail, freight rail, and others, are distributed through the MTF.  Revenue to the 
MTF currently comes from user fees such as motor fuel taxes and vehicle registration fees. 
The Task Force considered alternatives involving both user fees and non-user fees, as 
directed by P.A. 221. A combination of alternatives would be required to achieve a “good” 
level of investment. 
 
 
ALTERNATIVE: Increase vehicle registration fees. 
Vehicle registration fees remain a reliable mechanism for funding transportation, but need 
to be increased in light of the pressing need for greater investment in roads, bridges, and 
transit systems. The Task Force considered several means of accomplishing this over time: 
 

Increase registration fees by an ad valorem, or value-based rate. Increasing 
registration fees by a set percentage at the existing value-based rate would 
yield additional revenue. A 10 percent increase would be expected to provide 
about $86 million in additional revenue per year. 
 
Increase registration fees by a flat rate. Each dollar increase in the annual 
registration fee generates an estimated $8 million in additional revenue for 
investment.  

 
Either of these changes could be accomplished with legislative amendment to the Motor 
Vehicle Code (MCL 257.801). 
 
 
ALTERNATIVE:  Eliminate registration discounts. 
One of the guiding principles endorsed by the Task Force was the notion that everyone who 
benefits from the transportation system needs to contribute to the transportation system. At 
a time when funding for transportation is so urgently needed, it makes sense to close all the 
loopholes in current law that have offered registration discounts to some users under certain 
circumstances. The Task Force recommended these discounts be eliminated: 
 

Eliminate the three 10 percent reductions in the registration fee. 
Autos and light trucks pay an annual registration tax of $8.00 plus half of one 
percent of the base price in the first full year of registration.  This tax is 
reduced by 10 percent per year in each of the next three years, and then 
remains at $8.00 plus 0.3645 percent of the base price. Since the registration 
fee is a road user fee and not a property tax, there is no reason why the fee 
should decline with the value of the vehicle. 

 
The three step discount might be abolished on newly purchased vehicles only, 
to spare owners of existing vehicles from an unanticipated increase in 
registration fees. This increase would require over 13 years for full effect, as 
the vehicle fleet is replaced and ages over four years, and would yield an 
estimated $51 million per year after the third year. Another alternative would 
be that all auto and light truck registration taxes might revert back to the half 
percent rate that owners paid in the vehicles’ first year. This would be 
equivalent to about a 27 percent increase in registration taxes on four year 
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and older cars and would yield an estimated $135 million per year upon 
enactment. 
 
Eliminate registration discounts for specific industry groups. Trucks hauling 
agricultural goods, milk, and logs may be registered at a fraction of the usual 
fee charged for trucks by elected gross weight. This discount was originally 
intended for farm trucks used only during harvest season, but has been 
extended to all unprocessed agricultural commodities, milk, and logs. While 
the foregone revenue is not large, probably under $2 million per year, the 
discounts are a precedent for extension to other users. It is unfair to charge 
higher road-use fees to some industries than others. 
 
Collect increased registration fee upon plate transfer to a higher value 
vehicle.  When vehicle buyers transfer license plates from an old car to a new 
one, they pay only an $8.00 plate-transfer fee that does not benefit the MTF.  
Michigan's registration fee on the value of the new vehicle - which is typically 
higher than on the old vehicle - is not collected until the first renewal after 
purchase. This delay in collecting the increased fee reduces transportation 
revenues by $24 million per year.  
 

To accomplish these changes would require an amendment to the Motor Vehicle Code (MCL 
257.801). 
 
 
ALTERNATIVE: Adjust motor fuel taxes. 
Michigan’s per gallon motor fuel taxes (19 cents per gallon for gasoline and 15 cents per 
gallon for diesel fuel) currently provide about half the revenue to the MTF. Michigan’s per 
gallon motor fuel taxes have not increased in ten years, and were not increased for ten 
years prior. However, the cost of providing transportation infrastructure and service 
increases every year. This helps explain why underinvestment in transportation is an 
ongoing problem in Michigan. Transportation systems are too important to the economy and 
the general quality of life to allow this trend to continue. 
 
While the motor fuels tax has become a less reliable source of revenue in recent years, and 
is not expected to be viable as a source of revenue over the long term, it is currently the 
most efficient means of raising much needed revenue for transportation. The Task Force 
considered several options for increasing motor fuel taxes over time. 

 
Convert the cents per gallon motor fuel tax to a percent of sales price.   
Motor fuels are taxed at cents per gallon rates that do not adjust with 
inflation or price. Converting the tax to a percentage of sale price would allow 
revenues to rise or fall with changing fuel prices. At October 2008 prices, if 
4.5 billion gallons per year of gasoline at $2.30 (before the tax) and 0.9 
billion gallons of diesel fuel at $3.20 per gallon were taxed at a percentage of 
price, each one percent would yield $103 and $29 million per year, 
respectively. This could be accomplished with amendments to the Motor Fuel 
Tax Act (MCL 207.1008) and the Motor Carrier Tax Act (MCL 207.211).  An 
amendment to P.A. 51 [MCL 247.660(1)(d)] would also be required to remove 
reference to per gallon revenues from the MTF distribution formula. 

 
Enact a flat cents per gallon increase. Each penny increase in the motor fuel 
tax would raise $46.5 million from gasoline and $9.8 million from diesel for 
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investment in transportation systems, including highways, roads, bridges, and 
transit systems.    
 
Take phased-in approach to increases.  
Increasing the cents per gallon motor fuel tax could also occur over time, in a 
pennies per year arrangement that would provide additional revenue to keep 
pace with rising cost. 

 
Any of these changes could be accomplished with an amendment to the Motor Fuel Tax Act 
(MCL 207.1008). 
 
 
ALTERNATIVE: Equalize diesel and propane tax rates with gasoline. 
As previously noted, the tax rate for diesel fuel is 15 cents per gallon, as is the tax rate for 
propane. Increasing these tax rates to 19 cents per gallon, as is the rate for gasoline, 
improves the equity of contribution by users of the transportation system, in keeping with 
the guiding principles of the Task Force.  
 
Each penny increase in diesel and propane tax rates would yield $10 million annually. It 
would require an amendment to the Motor Fuel Tax Act (MCL 207.1008). 
 
 
ALTERNATIVE:  Abolish 1.5 percent cost of collection allowance on gasoline. 
One and one-half percent of Michigan’s 19 cent gasoline tax is left uncollected.  This 
formerly covered cost was incurred by retailers when fuel tax was collected at the retail 
level, but these payments are now made automatically by fuel wholesalers at a negligible 
cost.  The discount leaves only 18.715 cents per gallon available for investment in 
transportation for every 19 cents per gallon of gasoline taxes paid by motorists (no discount 
exists for diesel fuel).  Abolishing this discount is the equivalent of a 1.5 percent gasoline 
tax increase, yielding an additional $13 million per year. 
 
Eliminating the 1.5 percent cost of collection allowance on gasoline would require and 
amendment to the Motor Fuel Tax Act (MCL 207.1014). 
 
 
ALTERNATIVE:  Enact measures to control costs that are paid for with 
transportation funding through Inter-Departmental Grants (IDGs). 
Currently, there are transfers of road user fees to departments of state government that  
cover the costs of collecting vehicle registration fees and fuel taxes, environmental permits, 
motor-carrier registration enforcement, State Police operations, and personnel and other 
routine services provided to MDOT.  Some funds are credited automatically, with no 
legislative oversight over costs; others are made in yearly interdepartmental grants (IDGs). 
The Task Force recommends reducing interdepartmental transfers of transportation funds 
by 10 percent per year over the next five years, by pursuing alternative business models for 
these administrative functions.  
 
 
ALTERNATIVE: Increase sales and use tax one percent and dedicate that additional 
revenue to transportation. 
Transportation, as noted previously, enhances the quality of all our lives and provides 
enormous benefits to residents, businesses, and visitors. A modest increase in the sales and 
use tax, dedicated to transportation, would accomplish several important things. First, it 
would provide a reliable revenue stream that could, in time, help replace the gas tax, as 
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sales tax revenue has increased every year except 2003 when it was stagnant. Next it 
expands the concept of “users pay” to “beneficiaries pay,” recognizing the breadth of 
benefits transportation brings to all aspects of our lives. Finally, it utilizes an administrative 
mechanism that is already in place, which has the advantages of efficiency and relatively 
quick implementation. 
 
Another option would be to increase the sales and use tax, but give Michigan residents a 
credit on their income tax, to ensure that the revenue captured comes from non-residents.  
 
Increasing the sales and use tax by one percent and dedicating those funds to 
transportation would provide an estimated $1.3 billion in additional funds, although this 
amount would be reduced if an income tax credit were created.   
 
Changes to sales and use tax would require an amendment to the State Constitution as well 
as accompanying statutory changes to the General Sales Tax Act (MCL 205.52 and 205.75) 
and giving residents an income tax credit would require an amendment to the Income Tax 
Act of 1967.  
 
 
ALTERNATIVE: Direct all or a portion of the sales tax on fuel to the MTF. 
The Michigan Constitution spells out that revenue generated by motor fuel taxes should be 
used for transportation. One of the guiding principles of the Task Force has been that all 
revenue generated by transportation should be reinvested in the transportation system. 
This year Michigan has seen record increases in the price of gasoline, causing the public to 
travel less, thereby reducing motor fuel tax revenues. However, the sales tax on motor fuel 
is based on a percentage of the fuel price per gallon, which increases as the price of 
gasoline goes up.  
 
The sales tax on motor fuels is estimated to generate more than $800 million in FY 2008. 
This revenue is generated by transportation users and should be reinvested in 
transportation systems.  
 
Redirecting all of the sales tax collected on motor fuel sales (or any portion that is currently 
constitutionally allocated) would require an amendment to the State Constitution and 
accompanying statutory changes. Redirecting only the portion that is not constitutionally 
restricted would require an amendment to the General Sales Tax Act (MCL 205.75). 
 
 
ALTERNATIVE: Redirect all or a portion of the Natural Resources Trust Fund to 
transportation. 
The Natural Resources Trust Fund was established in 1984 and governs rents and royalties 
from private oil, gas, and mineral exploration on state owned lands. These changes are 
embodied in Article IX, Section 35 of the Michigan Constitution. Over time, voters have 
approved other changes to Section 35, consistently in the direction of adding more revenue 
(or stopping diversions) and making the use of funds more restrictive.   
  
During FY 2007, just over $43 million was generated from mineral royalties levied largely on 
oil and gas. After appropriation of $14 million for state and local grants (as permitted by 
law), and transfer of $10 million to the State Parks Endowment Fund, the remaining $19 
million was deposited into the Natural Resources Trust Fund, bringing its total balance to 
$345 million.  The balance will continue to grow to $500 million (as approved by voters), at 
which point direct appropriations cease and all grants are made from interest earnings on 
the $500 million total balance.  
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The Task Force recommends that a portion of this revenue be used for transportation 
purposes, particularly for improvements related to recreational transportation such as 
development of multi-use trails or bikeways. Depending on the amount of revenue to be 
redistributed, a Constitutional amendment would likely be called for to accomplish this. 
 
 
ALTERNATIVE: Encourage local investment in transportation by enabling a broad 
spectrum of local revenue options statewide. 
Local transportation agencies already make a significant contribution to transportation 
investment, but as state and federal partners increase their participation, local governments 
must be prepared to do the same. The legislature needs to enact enabling legislation that 
provides local transportation providers with a full array of financial tools to stimulate this 
investment. The Task Force considered the revenue potential of county registration fees and 
county driver’s license fees, and concluded these are reasonable options to generate 
transportation revenue at the local level.  
 
Other local options, such as local fuel taxes, need to be enacted on a regional level, rather 
than county-by-county. One public comment suggested allowing a region-wide, seasonal 
local fuel tax to provide additional revenue for winter maintenance. There is also a need to 
enable corridor authorities to raise revenue along a certain alignment for a particular project 
that may span multiple counties or municipalities.  
 
 
ALTERNATIVE: Enable Public-Private Partnerships (P3s) for toll-financed 
reconstruction, expansion or new construction of freeways or other transportation 
systems. 
Major projects may be procured from consortia of private firms who finance, design, build, 
operate, and maintain the roads or transit systems for decades into the future.  Tolls and 
fares might cover much or all of life-cycle costs now paid for from user fees and taxes, and 
private debt or equity might replace public funds. Enabling P3s could preclude the need for 
several billion dollars worth of expenditure from MDOT’s user fee funded program. 
 
A new act would be needed to establish clear authority for procurement through agreement 
with public-private partners. This would be in addition to the amendment needed to enable 
tolls. 
 
 
ALTERNATIVE: Enable toll-financed reconstruction, expansion, or new construction 
of freeways. 
Michigan needs to reconstruct aging urban freeways and add lanes to commuter and 
intercity routes.  This will require multiple projects costing over $1 billion each.  The 
possibility of paying for these projects with existing revenues does not exist.  Conversion of 
some freeway segments to toll roads can make these projects affordable by dedicating a 
stream of user fees to the roads on which the fees are collected. The additional option of 
dynamic pricing can price traffic jams out of existence by offering discounted travel in off-
peak hours. 
 
Toll finance requires an amendment to Michigan highway law enabling MDOT to collect tolls, 
and to Act 51 crediting tolls to a fund for roads. Amendments to the Vehicle Code enforcing 
tolls are also needed. 
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Section 9:  Miscellaneous Reforms 
 
These reforms were suggested late in the Task Force process and were not weighed 
simultaneously with other suggestions, but the Task Force offers them for consideration by 
transportation agencies and the Michigan Legislature: 
 
 
Impose an Impact Fee for Lane Closures. 
Persons or agencies needing to close some or all lanes of a road might pay a permit fee 
proportional to the cost of delays and detours imposed on road users. Builders and land 
developers, underground and overhead utilities, parades and events, and other actions that 
require closure of part or all of a road could be subject to fees that correspond with traffic 
and delays created from the lane closures. 
 
Necessary one-time closures might be free for the first few hours or days, to encourage 
speedy construction of driveways or utilities adjacent to roads. Closures for construction 
mandated by the road agency (such as turn flares) would not incur a fee. Low fees between 
10:00 PM and 6:00 AM could encourage off-peak closures. Fees for excessive or repeated 
closures might rise steadily, to encourage utilities and others to find alternatives that do not 
require closure of roads. 
 
 
Pilot Rest-Area Public/Private Partnership. 
Leasing commercial sites in freeway rest areas could relieve MDOT of the cost of these 
facilities, while generating lease revenue. Maintenance of rest areas has already been 
privatized, but commercial leaseholds are prohibited by state law and federal law and 
regulation. MDOT might request waivers of these regulations for a pilot project at a location 
on a non-Interstate freeway, where the cost of rest area reconstruction might be saved and 
impacts to nearby restaurants can be avoided. 
 
 
Create a Standing Commission to Review Revenue Adequacy and Asset Condition. 
Transportation is not significantly different from the energy and communication utilities 
regulated by the Michigan Public Service Commission (MPSC). The MPSC sets rates so as to 
assure adequate service, capital expansion, and return on investment. 
 
This proposal suggests similar MPSC powers be given to the State Transportation 
Commission or a special commission to review the adequacy of transportation revenues and 
infrastructure conditions and provide recommendations to the Legislature for all modes of 
transportation.  
 
The commission could recommend adjustments to user fees to assure debt coverage, 
safety, prevention of deferred maintenance, continue levels of service, and allow 
appropriate expansion. Road and transit agencies could make a case for user fee rates 
based on the state of their assets. The cost of capital projects could be included in the road  
and transit user “rate base” by the commission, similar to a hospital certificate of need. 
 
The revenue commission would not set user fees administratively, although this might be 
possible. Article IX, Sections 1 and 2 of the Michigan Constitution restrict taxation to the 
legislature, but recent law defining taxes and fees makes it clear that the fuel “tax” is really 
a fee. It is not clear whether the vehicle registration fee is a fee or a tax. 
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Section 10:  Return on Investment 
 
Before any revenue increases are put forward, the Task Force believes transportation 
agencies should wring every possible efficiency from the resources already provided. 
Michigan’s transportation agencies have documented many of these efficiencies, which can 
be found in Section 4 of this report. Additional efficiencies are recommended in Section 5.   
 
The Task Force also acknowledges that we cannot achieve the “good” level of investment by 
efficiencies alone, and some increase in user fees is unavoidable.  The economic benefits 
and consumer returns on investment outlined in this section are quantifiable economic 
benefits and tangible cost savings for Michigan households which can blunt the impact of 
revenue increases and potentially forestall further increases. 
 
 
Economic Benefits 
 
One of the best ways to stimulate the economy is through infrastructure investment. 
Consider these job creation figures: 
 

• One job is created or sustained for every $70,500 invested in highway and bridge 
infrastructure 

• More than 300 jobs are created or sustained for every $10 million spent on transit 
capital investment 

• 570 jobs are created or sustained for every $10 million spent on transit operations 
• 43 jobs are created or sustained for every $1 million invested in aviation construction 

 
Investing at the identified “good” and “better” levels could create or sustain as many as 
80,000 to 200,000 additional jobs, while the “do nothing” option would result in substantial 
job losses. 
 
 

 
Figure 17: Jobs Created/Sustained for Each Investment Scenario 

 

Scenario Aviation 
Highways, 
Roads, and 

Bridges 

Intermodal 
Passenger 

Intermodal 
Freight 

Current 1,900 32,000 12,200 200 
Do Nothing (416) (13,532) (3,516) (N/A) 
Good  3,800 87,000 35,100 250 
Better 5,200 179,000 59,000 600 
 
Tangible cost savings can be expected from improved travel time and from improved 
surface condition which lowers vehicle maintenance costs. As an example, MDOT, through 
the University of Michigan, undertook extensive economic analysis of the benefits of MDOT’s 
Multi-Modal Five Year Transportation Program. The result: Over $100 million per year in 
cost savings for Michigan businesses and residents from reduced travel time.  This is a 
fraction of the $2.3 billion in congestion costs that Michigan drivers experience annually, but 
it is definitely a start. 
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Additional benefits include expected personal income increases as a direct result of highway 
and bridge investment.  Investing at an annual level of $6.1 billion could add $3.5 billion in 
personal income and generate an additional $5.3 billion in the Gross State Product (GSP) 
annually. 
 
Safety improvements will begin to reduce the $2.1 billion in costs incurred from crashes. 
Medical costs and property damage will decline, paving the way for lower insurance costs for 
everyone.  
 
The table below summarizes the economic benefits to Michigan of investing at the “good” 
level.   
 

 
Figure 18:  Summary of Economic Benefits at the “Good” Level 

 
Benefit Economic Benefit 

Value of Travel-Time Saved (households)1 $69 Million / year 
Value of Travel-Time Saved (businesses) 1 $47.6 Million / year 
Reduced Vehicle Maintenance Costs2 $2.5 billion / year 
Improved Safety2 $1.9 billion / year 
New Jobs Created1 80,000-200,000 
Annual Increased Personal Income1 $3.6 Billion in 2007 
Annual Increase Gross State Product1 $9 Billion 
Benefits computed from data found in: 1 “Economic Benefit of MDOT's Five Year Program,”  Economic Development 
Research Group and University of Michigan's Institute of Labor and Industrial Relations, July 2007 
2 “Paying the Price for Inadequate Roads In Michigan,” The Road Information Program, May 2007 

 
Similar benefits can be found for transit and aviation system investments. The Detroit Metro 
and Willow Run airports alone contribute $7.8 billion in economic activity and over $2 billion 
in annual income.18 Increasing aviation investment to the “good” level will support an 
additional 3,800 jobs and leverage $146 million in federal aid. That is $146 million less in 
user fees that Michigan would need to raise.  
 
It has also been stated that every dollar invested in transit results in six dollars of economic 
development, usually through higher property values in the area surrounding transit 
systems.19 With an annual investment of $773 million, Michigan can expect to see economic 
benefit of $4.4 billion and support for more than 35,000 jobs.  
 
 
Consumer Benefits 
 
Drivers are keenly aware of the costs they incur to register or fuel their vehicles. What is 
not as apparent are the costs incurred in an underperforming transportation system. The 
Transportation Information Program reports that congestion, poor pavement condition, and 
crashes cost Michigan drivers a total of $7 billion annually. These costs are in the form of 
wasted fuel, lost time, vehicle operating and maintenance costs, medical costs, lost 
productivity, and property damage, but they can be offset by raising the level of 
investment. 
 

                                                 
18 Aviation report to TF2 found at: http://www.michigan.gov/tf2 
19 Intermodal Passenger report to TF2 found at: http://www.michigan.gov/tf2 
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The Task Force discussed two ways in which consumers could benefit from increased 
investment: tangible returns from higher levels of investments and a refund of user fees 
through tax credits or reductions in other user fees. 
 
 
Return on Investment to Households
 
Although many of the benefits described accrue to the economy as a whole, households 
would notice substantial savings.  Investment in highways, roads, and bridges at the “good” 
level will return each household at least $20 in travel time costs and potentially $900 of 
personal income each year.20  Drivers could see maintenance costs fall by $360 to $520 
annually, with the greatest reductions found in urban areas.  
 
The FHWA has found that every $100 million spent on needed highway safety improvements 
will result in 145 fewer traffic fatalities over a 10 year period. Under the “good” scenario, an 
additional $114 million per year would be targeted to improve highway and bridge 
safety. Using FHWA’s figures, 15 more Michigan travelers will return safely to their loved 
ones each year. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Income Tax Credit 
 
To further reduce the consumer burden, the Task Force proposed an income tax credit to 
return 50 percent of the revenue raised to Michigan taxpayers. This proposal would ensure 
that more of the costs fall to temporary visitors and interstate travelers. Another option 
would be to eliminate or reduce one user fee when a new user fee is added.  
 
 
Summary 
 
To summarize, increasing user fees will have a real and immediate impact on Michigan 
transportation users. However, the investment funded by those fees will further stimulate 
Michigan’s economy and create tangible returns for Michigan households. 
 

                                                 
20 Based on approximately 3.8 million households 
21 Derived from data provided in: “Economic Benefit of MDOT's Five Year Program,”  Economic Development 
Research Group and University of Michigan's Institute of Labor and Industrial Relations, July 2007; and 
“Paying the Price for Inadequate Roads In Michigan,” The Road Information Program, May 2007 
 

 
Figure 19: Potential Investment Return to Households 

”Good” Investment Level21 
 
Source of Investment Return Potential Per Household Return 
Travel time saved $    20 per year  
Reduced vehicle maintenance costs $   600 per year 
Increased personal income $   900 per year 
Improved safety $   500 per year  
TOTAL CONSUMER SAVINGS $ 2,020 per household per year 



 



 

 Section 11:  Conclusion - Page 61 
Transportation Funding Task Force Report  

Section 11:  Conclusion 
 
In her first State of the Union address, Governor Jennifer Granholm paraphrased the words 
of Pete Silas, former Chairman and CEO of Philips Petroleum Company, who said “We 
cannot wait for the storm to blow over; we must learn to work in the rain.”  She was talking 
about the Michigan economy.  
 
That storm has still not blown over, although the people of Michigan have been working in 
the rain for several years, and gallantly. To continue the analogy, the weather nationally 
has taken on a sharp and sudden chill. It seems inevitable that the rain will turn to snow. 
Perhaps severe snow.  
 
But one thing the people of Michigan excel at is digging out from under a big snow. 
Everyone – the neighborhood, the community, the entire state – bundles up and pitches in. 
They bring whatever tools they have at their disposal. They all contribute by making their 
best, most responsible effort. Only by working together can they clear the way for 
everyone.  
 
This report proposes making significant investment in transportation. It is an investment 
that will create jobs and economic opportunity, attract business, improve property values, 
increase revenue, help the environment, and ultimately save taxpayer dollars. It is an 
investment worth making, particularly in light of the storm that is upon us.  
 
This investment will require a contribution from everyone who uses transportation. It will 
require all the tools we have available, and some new ones that have yet to be crafted.  
 
If everyone contributes, if we work together to give our best, be our most responsible, we 
can make it happen. This significant investment in transportation can help Michigan dig out 
from under the snow. We can set an example for the rest of the nation, show them how it’s 
done, and reclaim our place as a national economic leader once again. 
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Section 12:  List of Appendices 
 
PA 221 
 
Summary of Public Comment 
 
Complete List of All Funding Alternatives Considered 
 
Complete List of All Efficiencies, Reforms, and Best Practices 
 
CAC Aviation Needs Report  
 Aviation Appendix A, Detroit Metro  

Aviation Appendix B, Willow Run  
Aviation Appendix C, MASP  
Aviation Appendix D, Pavement Management  
Aviation Appendix E, Fuel Tax Options 
 

CAC Highway, Road, and Bridge Needs Report 
CAC Intermodal Passenger Needs Report  

Passenger Appendix A, CTF  
Passenger Appendix B, Maps  
Passenger Appendix C, Donigan 
 

CAC Intermodal Freight Needs Report 
 
CAC Aviation Efficiencies Report 
 
CAC Highway, Road, and Bridge Efficiencies Reports 2 and 3 
 
CAC Intermodal Passenger Efficiencies Report 
 
MDOT Efficiencies Report 
 
 

All appendices can be accessed by clicking “View Final Report” at www.michigan.gov/tf2. 
 
 
 
 
 
 
 
 


